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Though the Article on Political Eco- 
nomy in the Supplement to the EncydoptB- 
dia Britannica forms the ground-work of 
the present publication, it is, in most re- 
spects, an entirely New Work. The limits 
within which it wasx necessary to compress 
the article in the Supplement^ obliged me to 
omit several interesting and important sub- 
jects, which I have here treated at consider- 
able length: And I have endeavoured to 
avail myself of the aids derived from subse- 
quent reflection, and the suggestions and 
criticisms of others, to improve those parts 
of the work that are not completely new, 
and to render the whole more worthy of the 
science, and of the public attention. 



Edinburgh^ 
November 1825. 
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PRINCIPLES 



OP 



POLITICAL ECONOMY. 



PART I. 

RISE AND PROGRESS OF THE SCIENCE. 

Definition of the Science — Its Importance — Causes (^its being 
neglected in Greece and Rojne, and in the Middle Ages-^Evu 
deuce on which its Conclusions are founded — Rise of the 
Science in Modern Europe — Mercantile System — System of 
M. duesnay and the French Economists — Publication of the 
'^ Wealth (f Nations" — Distinction between Politics and Sta~ 
tistics and Political Economy. 

Political Economy* is the scierux qf the laws 
which regulate the production, distribution, and 
consumption qf those articles or products which have 
exchangeable value, and are either necessary, use^ 
ful, or agreeable to man. 

* Economy, from o/xog, a house^ or family, and vo/aig, a law— ^ 
the government of a family. Htoce Political Economy maybe 
said to be to the State what domestic economy is to a single 
family. 

A 
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2 DEFINITION. 

When it is said that an article or product is pos- 
sessed of exchangeable value^ it is meant that one or 
more individuals are disposed to give a certain quan- 
tity of labour, or a certain quantity of some other 
article or product, obtainable only fay means of labour, 
in exchange for it. 

The power or capacity which particular articles or 
products have of satisfying the various wants and de- 
sires of which man is susceptible, constitutes their 
utility, and renders them objects of demand. 

An article may be possessed of the highest degree 
of utility, or of power to minister to our wants and 
enjoyments, and may be universally made use of, 
without possessing exchangeable value. This is an 
attribute or quality of those articles only which it re- 
quires some portion of voluntary human labour to 
produce, procure, or preserve. Without postosstng 
utility of some species or other, no article can ever 
become an object of demand ; but how necessary 
soever any particular article may be to our comfort, 
or even existence, still, if it be a spontaneous pro- 
duction of nature-4f it exists independently of hu<- 
man agency and if every individual can commaxid 
indefinite qtMititiefli of it without any voluntary ex- 
ertion or labour of any sortf it is destitute of value» 
and can afford no basis for the reasonings of the 
economist. ^A commodity or a product is not valu- 
able because it is useful ; but it is valuable because 
it can only be procured by the intervention of labour. 
It cannot justly be said, that the food mth which we 
appease the cravings of hunger, or the clothes by 
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DEFINITION. 3 

which we defi^ oursehres from the inclemency of 
the weather, are more useftd than atmospheric air ; 
and yet they are possessed of that exchangeable value 
of which it is totally destitute. The reason is, that 
food and clothes are not, like air, gratuitous products: 
they cannot be had at all times, and in any quantity, 
without exertion ; on the contrary, labour is always 
required for their production, or appropriation, or 
both ; «nd as no one will voluntarily sacrifice the 
fruits of his industry, without receiving an equivalent 
in return, they are truly said to possess exchangeable 
valne."^ 

The Economist does not investigate the laws 
which determine the production and distribution of 
such articles as exist, and may be obtained in un- 
limited quantities independently of all voluntary hu- 
man agency. The results of the industry of man 
form the only objects with which he is conversant. 
Political Economy might, indeed, be defined to be 
the science qfvabses ; for, nothing which is not pos- 
sessed of exchangeable value, or which will not be re- 
ceived as an equivalent for something else which it 
has taliea some labour to produce or obtain, can ever 
properly be Immght tnthin the scope of its inquiries. 

The w(M*d value has been very frequently em- 
ployed to express, not only the exchangeable worth 
di a commodity, or its capacity of exchanging for 
other commodi^s, bcrt also its utility, or capacity 
of satisffiBg our wants, aiid of contributing to 
our ccttnftlrts and enjoymeAEits. But it is obvious, 
thtA the uttlitf df commoditie&— that the capa- 
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4 DEFINITION. 

city of bread, for example, to appease hunger, or of 
water to quench tbirst-ris a totally diflferesit md dk^ 
tinct quality frcmi their capacity pf excfaangmg for 
other commodities. Dr Smith perceived this di£Eer-^ 
ence, and showed the importance of carefully dt^* 
guishing between the utility, or, as he expressed it, 
the " value in use^^^ of commodities, and their value 
in .exchange. But he did not always keep this dtstuic- 
tioQ in view, and it has been very often lost si^t of 
by subsequent writers. There can be no doubt, in- 
deed, that the confounding together of these (^poaite 
qualities has been one of the principal causes of the 
confusion and obscurity in which many branches of 
the science, not in themselves difficult, are still in- 
volved. When, for instance, we say that water ia 
highly valuable, we, unquestiondbly attach a very dif* 
ferent meaning to the phi*ase frcnn what we attach- 
to it when we say that gold is valuable. Water is 
indispensable to existence^ and haa, dtaf^fore, a high 
^hii^ee of utility, or of " value in use ;'* but as it 
qan generally be obtained in large quantities, with- 
out much lab^ir or exertion, it has, in most places, 
but a very low value in exchange. TGold, on the 
other hand, is of cmnparatively little utility ; but, 
from its existing only in limitgd..quan^ and from 
a great deal of labour being iii^cepsary to piX)Cure a 
small suj^ly of Jt, it has a comparatively high jex- 
chan^aUe, value, a^4 tn^y be?exchangi^ or bartered 
for a proportionally large qw^ty of mort. other; 
commodities. , To copfo^nd these different sorts of 
value^ would evidently lead to the most eiropeous 
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DEFINITION. 5 

condusions* And hence, to avoid all chwce of error 
from mistaking ike sense of so important a word as 
valuey I shall never use it except to s^ify ex- 
changeable worth, or value in exchange ; and shall 
alfvays use the Yrord utility to express the power or 
capacity of an artide to satisfy our wants, or gratify 
our desires. 

Political Economy has been frequently defined to 
be *^ thp science which treats of the production, dis- 
tribution, and consumption of "wealth;** and if by 
wealth be meant those articles or products which 
possess exchange2di)le value, and are either necessa- 
ry, useful, or agreeable, the' definition is quite unex- 
ceptiondile. But if we understand the term wealth 
in a more enl^^ed or contracted sense, it will be 
faulty. Mr Malthus, for example, has supposed 
wetddi to be identical with ** those materUd objects 
whicb are necessary, useful, and agreeable to man.^' 
And thougb we sbould waive any objections wluch 
may, perht^ be justly taken to the introduction of 
the qualifying phrase material objects, still it is evi- 
dent that the definition is essentially defective. In 
proof of this, it is sufficient to mention, that atmos- 
pheric air, and the l^at of the sun, are both material, 
necessary, useful, and agreesAle poduots; thot^ 
their independent existence, and their incapacity of 
special appropriatiop, by depriving them of exchange- 
able value, excludes thieim, as we have already shown, 
from die investigatiomxrf* this science. 

* Principles qf'Political Economy, p. ^. 
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6 iD£FINlTIOK. 

Dr Smith has not explicitly stated what was the 
precise meaning iU;tached by him to the term wealth ; 
but he most commonly describes it to be ^* the an- 
nual produce of land and labour/' Mr Malthus^ 
however, has justly objected to this definition, that it 
refers to the sources of wealth, before we know what 
wealth is, and that it includes all the useless products 
of the earth, as well as those which are appropriated 
and enjoyed by man. 

The definition now given does not seem liable 
to any of these objections. By coi^ning the science 
to a discussion of the laws regulating the produc- 
tion, distribution, and consumption of articlc^s or pro- 
ducts possessing exchangeable value, we give it a 
distinct and definite otrject. When thus properly 
restricted, the researches of the economist occupy a 
field which is exclusively his own. He runs no risk 
of wasting his time in inquiries which belong to other 
seiences, or in unprc^table investigations respecting 
the production and consumption of articles which 
cannot be appropiiated, and which exist independent- 
ly of human industry. 

Capacity of ^propriatien is indispensably neces-* 
sary to constitute an article wealth. And I shall 
invariably employ this term to distinguish those pro- 
ducts only which are obtained by the intervention of 
human labour, and vvhich, consequently, can be ap* 
propriated by one individual, and consumed exclu- 
sively by him. A man is not sud to be wealthy, be« 
cause he has an indefinite command over atmosphe- 
ric air, for this is a privilege which he enjoys in 



Digitized 



by Google 



IMPORTANCE OF THE SCIENCE. 7 

cotnmofi wvtk ewry oAer maiii and which can form 
M gmoikd of 4liitiiicti(m$ but he is said to be weal*- 
thy, aocor^ig to the d^ee in which he can afford 
to command those necessaries, conveniauses, and 
luxuries, which are ncA the gifts of nature^ but the 
products of human industry. 



TXhe object of Political £c(momy is to point out 
the means by which the industry of man may be ren- 
dered most productive of those necessuies, ccmiforts, 
and enjoyments, which constitute wealth ; to ascer*- 
tain the pri^rtions in which this wealth is divided 
among the di&ient classes of tlie oommunity ; and 
Uie mode in whidi it may be mort advantageously 
consume J3 The intimate cminection of meh a science^ 
with all the batt iotereots of society, is abundanUy 
obvious. There is no other, indeed, which comes so 
directly home to the everyday occupations and busi- 
ness of mankind. The consumption of wealth is 
indisp^isable to existence; but the eternal law of 
Firovidence has decreed, that wealth can only be pro« 
cured by industry, — that man must earn his bread 
in the sweat of his brow. This twofold necessity 
renders the production of wealth a constant and 
principal object of the exertions of the vast majo- 
rity of the human race ; has subdued the natural 
aversion of man from labour ; given activity to in- 
dolenee ; ai^ armed the patient hand of industry 
with zeal to undertake, and patience to ov^come, 
the most irksome and disagreeable tasks. 
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8 IMPORTANCE OF TH£ 80IENC8. 

But when wealth is thus necessary, when the de« 
ske to acquire it is sufficient to induce us to sulnnit 
to the greatest privations, the science which teaches 
the means by which its acquisition may be most ef- 
fectually prom<^ed,-r-by which we may be enabled 
to obtain the greatest possible amount of wealth with 
the least possible difficulty, — ^must certainly deserve 
to be carefully studied and meditated. There is no 
clsiss of persons to whom this knowledge can be con- 
sidered as either extrinsic or superfluous. There are 
some, doubtless, to whom it may be of more advan* 
tage than to others ; but it is of the utmost conse- 
quence to all. The prices of all sorts of commodities 
—the profits of the manufacturer and merchant—* 
the rent of the landlord — the wages of the day-la- 
bourer — and the incidence and effect of taxes and 
reguiaitions, air depend on principles which Political 
Economy can alone ascertain and elucidate. 

vNeither is the acquisition of wealth necessary only 
because it affords the means of subsistence : without 
it we should never be able to cultivate and improve 
our higher and nobler faculties. Where wealth has 
iK>t been amassed, the mind being constantly occu- 
pied in providing for the immediate wants of the bo- 
dy, no time is left for its culture ; and the views, 
sentiments, and feelings of the people, become alike 
contracted, selfish, and illiberal. The possession of 
a decent competence, or the being able to indulge in 
other pursuits than those which directly tend to sa« 
tisfy our animal wants and de^res, is necessary to 
soften the selfish passions; to improve the moral 
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IMPOBTAKCE OF THE SC1£MC£. 9 

aad intellectual character, and to ensure any oon- 
aderable profici^iey in liberal studies and pursuits. 
And hence, the acquisition of wealth is not desir- 
able merely as the means of procuring immediate and 
direct gratifications, but as being indispensably necesr 
sary to the advancement of society in civilization ^nd 
refin^nent. Without the tranquillity and leisure af- 
forded by the possession of accumulated we^ltbi thoae 
speculative and elegant studies which expand and ^fh 
hrgjd our views, purify our taste, and lift us higher 
m the scale of being, can never be successfully pro* 
secuted. It is certain, indeed, that the compara- 
tive barbarism and refinement of nations depend 
more on the comparative amount of their wealth 
than on any other circumstance. A poor people are 
never refined, nor a rich people ever barbarous J It 
m nnpossible to name a angle nation which has made 
any distinguished figure, either in philosophy or the 
fine arts, without having been at the same time ce- 
lebrated for its wealth. The age of Pericles and 
Phidias was the flourishing age of Grecian, as the 
age of Petrarch and Raphael was of Italiaq com- 
merce. The influence of wealth is, in this respect, 
almost omnipotent. It raised Venice from the bo- 
som of the deep, and made the desert a^ sandy 
iaUmds on which she is built, and the imhealthy 
swamps of Holland, the favoured abodes of litera- 
ture, of science, wd of art« In our own country 
its effects have be^n equally striking. The number 
and eminence of our philosophers, poets, scholars, 
and artists, have ever increased propoTtionally to the 
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10 NEGLECTED IN ANTIQUITY, 

iMrease of the puUic wealth, or to the means of re« 
warding and honouring their labours. 

The possession of wealth heing dius indi^nsable 
to individual existence and comfort, wad to the ad«> 
Yancement of nations in civilisatbii, it may justly exi- 
dte our astonishment, that so few effi>rts should have 
been made to investigate its sources; and tlot the 
study of Political Economy is not even yet consider^ 
ed as forming a principal part in a comprehensive sys- 
tem of education. A variety of circumstances might 
be mentioned, as occasioning the unmerited neglect 
of this science ; but of these the institution of dom»$* 
tic slavery in the ancient worid, and the darkness of 
the period when the plan of education in the univer- 
irities of modern Europe was first formedi seem to 
have had the greatest influence. 

The citizens of Greece and Rome considered it 
degrading to engage in those occupations which fom 
<&e principal business of the inhabitants of modem 
Europe. Instead of endeavouring to enrich them- 
selves by their own exertions, they trusted to the re- 
luctant labour of slaves, and to subsidies extorted 
from conquered countries. In some of the Grecian 
States, the citizens were prohibited from engaging in 
any species of manufacturing and commercial indus* 
try ; and in Athens and Rome, where this prohibi- 
tion did not exist, these employments were univmud- 
ly regarded as unworthy of freemen, and were, in 
consequence, exclusively carried on either by slaves or 
by the very dregs of the people. Even Cicero, who 
had mastered all the philosophy of the ancient worid. 
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AND IK TH£ MIDDLE AOSf. 11 

nd niied Juttfelf ahow many of the pngwUoap «f 
his age and cooBtiy, dots not aoruple to affirm, that 
there can be nothing ingeimoiu in m weriohop ; that 
oommeroe, when conducted on a email aeale, ia mew 
and despicable ; end when most extended, harriy to* 
leiable — Nmi adaodum vUuperanda /* Agrionk> 
tmsei indeed, was treated with more mpecL Somt 
of die most distinguished characters in Uie earlier 
i^es of Rmnan history had been actively engaged 
in rural affidrs ; but, notwithstanding their example^ 
the cultivation of the soil, in the flourishing period 
of the Rq>uUic, and under the £knpwors, was al* 
most ^itirely carried on by slaves, belonging to the 
landlord, and empl(^ed on hia acoount. The mass 
of Roman citizens were either engaged in the mili- 
tary service, f or derived a precarious and dependant 
subsistence from the supplies of com furnished by the 
conquered provinces. In such a state of society the 
relations subsisting in modem Eun^ between land*- 

* ^^ lUiberales itat^ et 8«rdidi qaeitus mercenarioram^ om- 
niumque quorum operse^ non quorum artes emuntur. Est 
enim iUis ipsa merces auctoramentum servitutis. Sordid! etiam 
putandi^ qui mercantur a mercatoribus quod statim vendant^ 
nihil enim prqficiunt, nisi admodum meniiantur ! Opificesque 
omnes in sordida arte versantur^ nee enim quidquam ingenuum 
pqteM habere qffidna * * * Mercatura autem, si tenuis est, sor** 
dida putanda est ; sin autem magna et copiosa, multa undique 
apportans, multisque sine vanitate impertiens, non est admo- 
dum vituperanda." (De Officiis, Lib. I. sect. 42.) 

+ *' Rei militaris virtus praestat cttteris omnibus ; haec |fo- 
pulo Romano, hsec buio nrbi sotemam gloriam peperit"— -(Ci« 
cero pro M nieiis.) 
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12 NEGLECTED IN ANTIQUITY, 

lords and tena&ts, and masters and servants, vmce un.- 
known j imd the ancients were, in ccmsequenee, eiv- 
tire sttangers to all those interesting and impcnrtant 
^estions arising out of the rise and fall of r^itsind 
wages, whidi form so important a branch of economic 
cal science. The spirit of philosophy in the ancient 
^orld was also extremely unfavouraUe to the cultiva- 
tion of Political Economy. The luxurious or more 
refined mode of living, of the rich, was reganled by 
the ancient moralists as an evil of the first magnitude. 
They considered it as subversive of those warlike vir- 
tues, which were the principal objects of their admira* 
tion ; and they, therefore, denounced the pa»^n for 
accumulating wealth as fraught with the most injuri- 
ous and destructive consequences. It was impossible 
that Political Economy could beccmie an object of at- 
tention to minds imbued vdth such prejudices ; or 
that it could be studied by those who c<mtemned the 
objects about which it is conversant, and vilified the 
labour by which wealth is produced. 

At the establishment of our universities, the clergy 
were almost the exclusive possessors of the little 
knowledge then in existence. It was natural, there- 
fore, that their peculiar feelings and pursuits should 
have a marked influence on the plans of education they 
were employed to frame. Grammar, rhetoric, logie, 
school divinity, and civil law, comprised the whole 
course of study. To have appointed' professoi*s to ex- 
plain the princii^es of commerce, and the means by 
which labour might be rendered most effective, would 
have been considered as equally superfluous and de- 
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grading to the dignity of science. The ancient (Hre- 
judices against oraiinerce, manufacture^ and luxury, 
retaiiied a powerful influence in the middle ag«3. 
None were then possessed of any dear ideas concern- 
iog the true sources of mU;ionaI wealthy happiness, and 
prosperity. The intercourse amcmg states was ex- 
tremely limited, and was maintained rather by vsm- 
rauding incursions, and piratical expeditions in search 
of plunder, than by a commerce founded on the gsar 
tifia^ion of real and reciprocal wants. 

These circumstances i^ifficiently account for the 
late rise of this science, and the little attention paid 
to it up to a very recent period. And since it has 
become an object of more general attention and in* 
quiry, the differences which have subsisted among the 
most eminent of its professors, have proved exceeding^ 
ly un&vourdlde to its pn^^ress, and have generated a 
disposition to distrust its best established conclusions. 

It is clear, however, that those who distrust the 
conclusions of Political Economy, because of the va- 
riety of systems that have been advanced to explain 
the phenomena about which it is conversant,^ might 
on the same ground distrust the conclu8i<ms of al- 
most every other science. The discrepancy between 
the various systems that have successively been sanc- 
tioned by the ablest physickns, chemists, natural 
^ilosophers, and moralists, is quite as great as the 
dascarepancy between those advanced by the ablest 
pcditical economists. But who would therefore c(»i« 
dude, that medidne, cheaimstry, natural philosophy, 
and morals, rest on no solid foundation, w that they 
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are incspible of presenting us with a qrstem of well* 
estaUkhed and ccmsentaneous truths? We do not 
refiise our assent to tlie demonstrations <rf* Newtott 
and Li^hure, because they are subversive of the hy« 
potheset of Pudemy, Tycho Brahe, and Descartes ; 
and why should we refuse onr assait to the demon- 
strations of Smith and Ricardo, because they bmre 
subverted the false theories that were previously ad- 
vanced respecting the sources and tl^ distribution 
of wealth ? Politicai Economy has not been exempt- 
ed from the common fate of the other sciences* 
None of them has been instantaneously carried to 
perfection ; more or less of error has always insinu* 
ated itself into the speculations of their eariiest caU 
tivators. But the errors with which Political £co^ 
nomy wi» fbrmeriy infected have now nearly d»p^ 
peared ; and a vary few observations will suffice to 
show, that it really admits of as much certainty in its 
conclusions as any science founded on Jact and ex^ 
periment can possibly do. 



VThe pritteiple& «i which the production and ac^ 
cumulation of wedith and the prc^ess of civilization 
d^)end» are not the ofispring of legislative enact* 
nmits* Mm most exert himsdf to produce wealthy 
because he cannot &ikt wkhout it ; and the desire 
implanted in the breast of ^rdry incUvidual of rising 
in the y/f^&AA wd tn^iroviag his condition, impels 
him to save and aocumi^bite.i The princi^ples which 
fbcn^ tibebasiaof thia aeieoaiermidLe^ tikarefore,, a part 
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of the origkiai cco^itution of man, and of the ph]r- 
sicai world ; and their openitioi^ like that of the 
mechanical principles, is to be traced by tlie aid 
of observation and analysis^T^There is, however, a 
material distinction betwe^i the phjrsdcal and tJie 
moral and political sciences. The conclu»ons of 
the former apply in ffoery ease, while those of the 
latter apply only in the nugority of cases« The 
principles on which the production and accumula* 
tion of weidth depend are inherent in our nature, and 
exert a powerful, but not always tlie ^mie d^^ree 
of influence over the conduct of every individual ; 
and the the<mst must, therefore, satisfy himself with 
framing his general rules so as to explain their ope- 
ration in the majority of mstaaces, lc»Btvii^ it to the 
sagacity of the observer to modify them so as to suit 
individual casefiT^ Thns^ it is an admkted principle 
in the science of Morals, as well as of Politioal 
Economy, that by far the largest proportion of the 
human race have a much clearer view of what is 
conducive to their own interests, than it is possible 
for any other tnan or select number of men to have ) 
and, consequently, that it is smind policy to allow 
each individual to follow the bent of his inclina* 
tion, and to ei^age in any branch of industry he 
thh^s proper. This is the general theorem ; and 
it is one which is ^staUished on the moat compre* 
hen»ve experiehce. It is n^t, howei^r, like the 
laws which regulate the motions of the planetary 
system, — ^it will hold good in nineteen out of tw^ity 
instances, but the twentieth may be an exception. 
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But it is not required of the economifll;, tibat I^ 
tKeories should quadrate with the peculiar bias of 
the mind of a particular perM»i. His coitdiu^ow 
are drawn from observing the principles which ate 
found to determine the condition of mankind, as 
presented on the large scale of nations and empires. 
(He has to deal with man in the aggre^to— with 
states, and not with families4-with the passions and 
propensities which actuate the great bulk of the hu- 
man race, and not with those which are occasionally 
found to influence the (Conduct of a solitary indivi« 
dual. 

It should always be kept in view, that it is never 
any part of the business of the economist to inquire 
into the means by which the fortunes of indlvi* 
duals may have been increased or diminished, except 
to ascertain their general operation and effect. TXhe 
puhUc interests ought always to form the exclusive 
objects of his attenticm. He is not to frame systems, 
and devise schemes, for increasing the wealth and en-^ 
joyments oi particular classes ; but to apply himself 
to discover the sources of national weaiih^ and tmi* 
versal prosperity ^ and the raeansby which they may 
be rendered most productive? 

Nothing, indeed, is more common than to hear it 
objected to some of the best established truths in po* 
litical and economical science, that they are at vari- 
ance with such and such facts, and^that, therefore, 
they must be rejected. It is cenun, however, that 
these objections most frequently Qriginate in an en- 
tire misapprehension of th^ nature of the science* 

1 
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Itwotttd be easy to produce a tbousatid instances q£ 
mdrndmk who have been enriched by monopoii«s» 
as they are som^unef by robbery and plundtf ; but 
it would be not a little rash to conclude from tbenoe^ 
without farther inquiry, that the community in gene'- 
rd can be enriched by such means ! This, however^ 
is the dngle consideration to which tl^ political eco^ 
Bomist has to attend* The question never is, whe* 
ther a greater or smaller number of individuals can 
be enriched by the adoption of a piurticular measure, 
or by a particular institution, but whether its tenden^ 
cy is to enrich the public* Admitting that monopo- 
liea and re^rkthe reguli^ons frequently enable in- 
dividuals to accumulate ample fortunes, this is §o 1m 
from being, as is often contended, any proof o£ theit 
real advasitageousness, that it is distinctly and com- 
pletdy the reverse. It is demonstrably certain, that 
if monopolies and exclusive privileges enridi the^/Sffri, 
they mui^ to the same extent, impoverish the 
many; and are, therefore, as destructive of that na- 
noiTAL WEALTH, to promote which ought to be the 
prineipal object oi every institution, as they are of 
natural freedom of industry. 

To lurrive at a well-founded conclusion in econo- 
mical science, it is not, therefore, enough to observe 
results in particular cases, or as they affect particular 
individuals y we must further inquire whether these 
results lU'e constant and unwersalfy applicable-^ 
whetth^ the same circ^imstances which have given 
rise to them in one instance, would in every instance, 
and in every state of society, be productive of the 

B 
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same or sinoilar results. — A theory which is ineoMifi-' 
tent with an unifornr and constant &ct must be er-- 
rotteous ; but the observation of a particular result at 
variance with our customary experience, and when 
we may not have had the means of discriminatiog the 
circumstances attending it, ought not to induce us 
hastily to modify or reject a principle which accounts 
satisfactorily for the greater number of appearances, 
rxhe example of the few arbitrary princes who 
have been equitable, humane, and generous, is not 
enough to overthrow the principle which teaches that 
it is Uie nature of irresponsible power to debauch and 
vitiate its possessors— to render them haughty, cruel, 
and suspicious : nor is the example of those who, at- 
tentive only to present enjoyment, and careless of the 
future, lavish their fortunes in boisterous dissipation 
or vain expence, sufficient to invalidate the general 
conclusion, that the passion for accumulation is infi- 
nitely stronger and more universal than the passion 
for expence. Had this not been the case, mankind 
could never have emerged from the condition of sava- 
ges. The multiplied and stupendous improvements 
which have been made in different ages and nations 
— ^the forests that have been cut down — the marshes 
and lakes that have been drained and subjected to 
cultivation — the harbours, roads, and bridges tliat 
have been constructed — the cities and edifices that 
have been raised — are all the fruits of a saving of 
income, and establish, in despite of a thousand par- 
ticular instances of prodigality, the vast ascendancy 
arid superior force of the accumulating principleT^ 
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It is from the want of attehtion to these consi- 
derations that much of the error and misapprehension 
with which the sci^ice of Pohtical Econdmy has 
been, md still is infected, has arisen. Almost ail 
the absurd theories and opinions that have succes* 
sively appeared have been supported by an appeal to 
facts. But a knowledge of facts, without a know- 
ledge of their mutual relation — ^without being able to 
show why the one is a cause and the othier an e£^t 
— ^is, to use the illustration of M. Say, really no bet- 
ter than the indigested erudition of an almanack-ma^ 
ker, and can afford no means of judging of the truth 
or falsehood of a genei*al principle. 

Neither should it be forgotten, that the alleged 
faijts so frequently brought forward to show the fal- 
lacy of general principles, are, in most cases, so care- 
lessly observed, and the circumstances under which 
they have taken place so indistinctly defined, as to 
render them altogether unworthy of attention. To 
observe accurately, requires a degree of intelligence 
and acuteness, a freedom from prejudice, and a pa- 
tience of investigation belonging to a few only. 
" There is," to use the words of the celebrated Dr 
Cullen, *' a variety of circumstances tending to viti- 
ate the statements dignified with the name of experi- 
ence. The simplest narrative of a case almost always 
involves some theories. It has been supposed that a 
statement is more likely to consist of unsophisticated 
facts, when reported by a person of no education j 
but it will be found an invariable rule, that the lower 
you descend in the medical profession, the more hy- 
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poiiieti<ml are the prevailing notions. Again, faow 
seldom is it possible for any case, however minutely 
related, to include all the circum^nces with which 
the event was connected. ' Hence, in what k oom*^ 
monly called experience, we have only a rule transfer*, 
red from a case imperfectly known, to one of whioh 
we are equally ignorant. Hence, thai most fertile 
source of error, the applying deductions drawn from 
the result of one case to another case, the circumstan^ 
ces of which are not precisely similar. Without prin- 
dples deducedfrom anahfticalreasomngy eaperknce 
is an mdess and a bUnd gtddeJ^ * 

Every one who has had occai^n to compare the 
discordant statements of the mass q£ common obser- 
vers, with respect to the practical bearing and real 
operation of any measure affecting the public inter*^ 
ests, must be convinced that Dr Cullen's reasoning 
is still more applicable to political and econmnical 
science than to medkine. Circumstances which al"> 
together escape the notice of ordinary observers, 
often exercise the most powerful influence over na^ 
tiotlal prosperity ; and those again which strike them 
as being most impoitant^ are often comparatively in- 
significant. The condition of nations, too, is affect^* 
ed by* so many circumi^nces, that without the greats 
est skill and caution, joined to a searching and rdSn- 
ed analysis, and a familiar command of scientific prin^ 
ciples, it i$ in most cases quite impossible to diseri- 

* Cullen's MS. Lectures. 
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miiiate brtween cauae and effect, and to avoid aaerib- 
11^ results to one set of causes that have beoi occa* 
noned by another set. No wonder, tfaer^re, when 
socli is the difficulty of observing, that *< the num- 
ber of false facts, afloat in the worid, should infinitely 
exceed that of the fidse theories/'* And after all, 
however carefully an isolated fact may be observed, 
still, for the reasons already stated, it can never form 
a foundation for a general theorem either in the mo- 
ral w political sci^ices. Tliose, indeed, who bring 
forward theories resting on so narrow a basis, ore 
almost invariably empirics^ whose vanity or interest 
prompts them to set up oonclusions drawn fimn their 
own limited and imperfect range of observation, in 
o[qM)eiti(m to those that are sanctioned by the general 
raperience of mankind. 

But idthough we are not to reject a received prin* 
dpie because of the apparent opposition of a few re« 
suits, with the particular circumstances of which we 
are unacquainted, we can have no confidence in its 
solidity unless it be deduced froita a very compreben* 
sive and careful induction. iTo arrive at a true know- 
X&dngt of the laws regulating the production, distribu* 
t^, and consumption of wealth, the economist must 
draw his materials from a veiy wide surface. He 
should study man in every different situation — he 
Aould have recourse to the history of society, arts, 
commerce, and civilization--to the works of philoso- 

* A remark of Dr Cullen. 
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phers and travellers — to every thii^, in short, tlutr 
can throw light on the causes which accelerate or re<- 
tard the progress of civilization : He ^uld aiark 
the changes which have taken place in the fortuiies 
and condition of the human race in different region 
and ages of the world : He should trace the rise, pro- 
gress, and decline of industry : And, above all, he 
should carefully analyze and compare the effects of 
different institutions and regulations, and disciini- 
nate the various circumstances wherein an advancing 
and declining society dififer from each other. These 
investigations, by disclosing the real causes of nation- 
al opulence and refinement, and o£ poverty and de- 
gradation, furnish the economist with the means of 
giving a satisfactory solution of almost all the import- 
ant problems in the science of wealth ; and of devis^ 
ing a scheme of public administration calcuh^ed to 
ensure the continued advancement of the society in 
the career of improvementTi 

Such inquiries cannot fail to excite the deepest in- 
terest in every ingenuous mind. The laws by which 
the motions of the celestial bodiigs are regulated, and 
over which man cannot exercise the smallest influence 
or control, are yet universally allowed to be noble imd 
rational objects of study. But the laws which I'^u* 
late the movements of human society — which cause 
one p^opJe to advance in opulence and refinement, at 
the same time that another is sinking into the abyss 
of poverty and barbarism — ^have an infinitely stronger 
claim on our attention ; both because they relate to 
objects which exercise a direct influence over human 
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happiness, and because their effects may be^ and in 
fact are, continuaily modified by human interference. 
(National prosperity dotes not depend nearly so mn^ 
on adfantageous situation, salubrity of climate, or fer- 
tility i)f soil, as on the adoption of measui^s fitted to 
excite the inventiTe powers of genius, and to giYe 
perseverance and activity to industry? The establish-* 
ment of a wise system of public econo^v can com- 
praaate for evelry other deficiency : It can render re- 
gions naturally inhospitable, barren, and unproduc* 
tive, the comfortable abodes of an el^ant and refin* 
ed, a crowded and wealthy population ; but where it 
is wanting, the best gijfb of nature are of no value ; 
and countries possessed of the greatest capacitias of 
improvement, and abounding in all the materials ne* 
cessary for the production of wealth, with difficulty 
fomiah a miseraUe subsistence to hordes distinguish* 
ed only by their ignorance, barbarism, and wretch- 
edness. 



When we reflect on the variety and extent of the 
previous knowledge required for the construction of 
a sound theory of Political Economy, we cease to 
feel any surprise at the errors into which economists 
have been betrayed, or at the discrepancy of the opi- 
nions that are still entertained on some important 
points. Political Economy is of very recent origin. 
Though various treatises of considerable merit had 
previously appeared on some of its detached parts, 
it was not treated as a whole, or in a scientific man* 
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ner, until about the intddle of last century. This 
cirouinstanee is of itself enough to aoramit for the 
Bumber of erroneous qrstems that hare since apptar- 
ed. Instead of deducing their general coiudwioM 
from a compiuison of particular fects» and a earefiil 
examination of the pfaMsnomena attending die opera* 
tion of different principles, and of the aune pin^ 
dples in dj^rent circumstances, the first eukiTiton 
of almost every branch of science have b^^ by fram-* 
ii^ their theories on a very narrow and insecure basia« 
Not is it really in thar power to go to work dif* 
ferently. Observations are scarcely ever made or 
particulars noted for their own sake. It is not nottl 
they begin to be sought after, as fumishii^ the only 
test by which to ascertain the truth or fidsdiood of 
some popular theory, that they are made in snffid* 
en^ numbers, and with sufficient aocmaey. It is, in 
the peculiar phraseology of this science, the effsctUMl 
demand of the theorist that occasions the production 
of the facts or raw materials, which he is afterwards 
to work into a system. The history of Political Eco- 
nomy strikingly exemplifies the truth of this renmrk. 
Being, as already observed, entirely unknown to the 
ancients, aud but little attended to by our ancestors 
up to a comparatively late period, those circumstances 
which would have enabled us to judge with the greati- 
est preci^on of the wealth and civilizaticm of the in^ 
habitants of the most celebrated states of antiquity, 
and of Europe during the middle ages, have either 
been thought unworthy of the notice of the histonan^ 
or have been very imperfectly and oarelesi^Iy detailed* 
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Those* there^H^, who first began to trace the gener- 
al priacifdes of the fifienee had but a comparative 
limited and acraty experience on which to build thdr 
conclusions. Nor did they even avail tJbemsetveB of 
the few historical fiicts with which they m^ht ealily 
^ve beeome acijaaiiited ) but almost exclusively cooh 
fined their attention to such as happened to come 
within the sphere of their own dbservation* 

The onoe prevalent opinion, that wealth consista 
exclusively of Gdd and Silver, nirturally grew out of 
the circumstance of the money of all civilized coun- 
tries beii^ almost 0ntirely formed of these Inelals. 
Having been used both as standards whereby to nicfa- 
sure the relative value of difierent c<»(nmodities, and 
as the equivalents for which they were most frequent* 
ly exchanged, gold and silv^, or money, acquired a 
fiictitious importance, not in the estimation of the 
vulgar only, but in that of perscms of the greatest 
discernment. The simple and decisive consideraticm, 
that all buying and selling is really nothing more 
than the bartering of one commodity for another — of 
a certain quantity of com or cloth, for example, for a 
certain quantity of gdd or silver, and vice versa — ^was 
entirely overlooked. The attention was gradually 
transferred from the money's worth to the money it- 
self ; and the wealth of individuals and of states was 
measured, not by the abundance of their disposable 
products— -by the quantity and value of the commo- 
dities with which they could afford to purchase the 
precious metals — ^but by the quantity of these metals 
actually in their possession — And hence the policy. 
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as obvious as it was universal, of attempting to in* 
crease the amount of national wealth by forbidding 
the exportation of gold and silver, and encouraging 
their importation. 

It appears from a passage in Cicero, that the ex- 
portation of the precious metals from Rome had 
been frequently prohibited during the period of the 
Republic ; * and this prohibition was repeatedly re- 
newed, though to very little purpose, by the Empe- 
rors, t Neither, perhaps, has there been a state in 
modem Europe whose early laws have not expressly 
forbidden the exportation of gold and silver. It is 
said to have been interdicted by the law of England 
previously to the Conquest ; and reiterated statutes 
were subsequently passed to the same efl^t ; one of 
which, (3d Henry VIII. cap. 1.) enacted so late as 
1512, declared, that all persons carrying over sea 
any coins, plate, jewels, &c. should, on detection, 
forfeit double the value of these articles. 

The extraordinary extension of commerce during 
the fifteenth and sixteenth centuries occasioned the 
substitution of a more refined and complex system 
for increasing the supply of the precious metals, in 

* '' Eaportari aurttm non oportere, cum scepe antea senafus, 
turn me consule, gravissime judicavU. Oral, pro L. Fkece; 
sect* 28. 

t Pliny, when enumerating the silks, spices, and other £ast^ 
em products imported into Italy, says, '^ Minimaque computO' 
tione millies centena miUia seslertium annis omnibus^ India et 
Seres, peninsulaque ilia (Arabia) imperia nostra demunt," 
(Hist Nat. Lib. xii. cap. 18.) 
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pkce of the coarse and vulgar one that had {tt'evioualy 
obtamed. The efltaUuhment of a direct intercourse 
mtfa India by the C^ of Good Hope, seem^ to 
hsfe had the greatest influence in.efl^tiog this 
diange. The pecious metals have always been ih 
mong the most advantageous articles of export to the 
East : And notwithstai^ng the old and deeply roK^ 
ed prc^ices against their ^Kportatton, the East In* 
dia Company obtained, when first instituted, in 16QU» 
leave annually to export foreign ooins, or bullion, of 
the value of L. 30,000 ; on condition, however, that 
they should import, within six months after tbc^ terr 
mination of every voyage, except the first, m tme^ 
gold and silver as should tether be equ^l to the 
value of the silver exported by them. But the en^r 
mies of the Company contended, that this condit;ion 
was not cosnj^ed with ; and that it was besides c^n. 
traty to all principle^ and highly injurious to tbfi 
public interests, to permit gold and sUver to be sei^k 
out of the kii^om^ The merchants, and others, in- 
terested la the si^p^ of the Company, could Vi9t 
controveai; the reasonings of their opponents, with- 
out openly impugning the ancient policy of ab«<v 
lutely preventing the exportation of the precious 
metals. They did not, however, venture to contend, 
nor is there indeed any good reason for thinking 
that it really occurred to them, that the exportation 
of bullion to the East was advantageous, on the 
ground that the commodities purchased by it were of 
greater value in England. But they contended, that 
the exportation of bullion to India was advantageous. 
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because the commodittet imported from thenee woe 
chiefly re-exported to other countries^ firom which a 
much greater quantity of bnllbn was obtamed thaa 
had been required to pay them in India* MrThonm 
Mun, the idlest of the Company's advocates^ inge^ 
ntoudy compares the operations of the mecehant in 
conducting a trade oirried on by the exportatton of 
gold and silver, to the seed-time and harvest of agri^ 
culture. *' If we only bdtold/' says he, ** the actions 
of the husbandman in the seed-time, when he casteth 
away much good com into the ground, we shall ae» 
count him rather a madman than a husbandman* 
But when we consider his labours in the harvest, 
which is the end of his endeavours^ we shall find the 
worth and plentiful increnx^ of his actions.'* ^ 

Such was the origin of what has been called iijst 
MERCAKTiLE SYSTEM t And^ wfaeu comporcd with 
the previous prejudice — for it hardly deserves the 
taame of system — which wholly interdicted the exr 
portation of gold and silver, it must be allowed that 
its adoption was a considerable step in the progress 
to sounder opinions. The supporters of the mer- 
entile system, like their predecessors, held that 



* Treasure by Foreign Trade, orig. ed. p. 50— This work 
was published in 1664, a considerable period after Mr Mun^s 
death. Most probably it had been written about 1635, or 1640. 
Mun had previoudy advanced the aane doctrines, and nearly 
in the same words, in his Defence of the East India Trade, 
originally published in 1609, and reprinted in 1621, and in 
a petition drawn up by him, and presented by the East India 
Company to Parliament in 1628. 
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gdid and silver alooe confuted wealth ; but l^y 
thought that sound poliey dictated the propriety (rf* 
allowMBig their exportation to fore^ners, provided the 
QomiQodities imported m their steady or a portion of 
tbom^ were afterwards sold to other foreigners for a 
greater amount of bullion than had beai originally 
Imd out on their ptirehase ; or» provided the import 
totion of the fi^reign commodities caused the espw- 
tation jrf so much more native {produce than wtmld 
otherwise have been expcHrted, as would more Ibwi 
equal th^r cost» These opinions necessarily led to^ 
the celebrated doctrine of the Balance of Trader 
It was obvious that the precious metals could, not be 
imported into countries destitute of mine^ except in 
return for exported commodities y and the grand ob* 
je^ of the supporters of the mercantile system was to 
monopoliase the largest possible supply of the pre- 
cious metals, by the adoption. of various comf^kx 
schemes for encouraging exportation, and res^suning 
the importation of almost all products, except gold 
and silver, that were not intended for future expor- 
tation. In consequence, the €XC€$s qf lvalue of the 
Exports over that qf the Imports came to be con- 
sidered as being at once the sde cause and measure 
of the progress of a country in the career of wealth. 
T%is &Kcess» it was td^en for granted, could not be 
balanced otherwise than by the importation of an 
equid value of gold or silvca*, or of the only real 
wealth it was then supposed a country could possess. 
The principles and conclusions of the mercantile 
system, though absdutely false and erroneous, afford 
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aiM^rabte explanation of a few very obvious pheno- 
mena ; and what did more to recommend them, 
they were in perfect uniimn with the popular preju- 
dices on the subject. The merchants, and practical 
men, who were the founders of this system, did not 
consider it necessary to subject the principles they 
ftsssumed to any very refined analysis or examination. 
Btit, reckoning them as sufficiently established by the 
common con^nt and agreement of mankind, they 
sqifplied themselves almost exclusively to the discusdon 
of tihe practical measures calculated to give them the 
greatest efficacy. 

** Although a kingdom,*' says Mr Mun, " may 
be enriched by gifts received, or by [mrchase taken, 
from some other nations, yet th^se are things uncer- 
tdn, and of small consideration, when they happeli. 
The ordinary means, therefore, to inci*ease out 
wealth and treasure, is by foreign trade, wherein 
we must ever observe this rule — to sell more to 
strangers yearly than we consume of theirs in va^ 
lue. For, suppose, that when this kingdom is plenti- 
fully served with cloth, lead, tin, iron, fish, and other 
native commodities, we do yearly export the over- 
plus to foreign countries to the value of L. 2,200,000, 
by which means we are enabled, beyond the seas, to 
buy and bring in foreign wares for our use and con- 
sumption to the value of L. 2,000,000 : By this or- 
der duly kept in our trading, we may rest assured 
that the kingdom shall be enriched yearly L. 200,000, 
which must be brought to us as so much treasure i 
because that part of our stock which is not retun^- 

4 
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ed to US in "M^aresy must i^cessarily be brought home 
in treasure.'* * 

The gain on our foreign ciHXiinerce is here si^ 
posed to cdn^t exclusively of the ggid imd silver 
which, it is taken £Dr granted, must neoessarijy be 
brought home in payment of the excess of exported 
commodities. Mr Mun lays no stress whatever on 
the circumstance of foreign commerce enabling us 
to obtain an infinite variety of ui^ful and agreeable 
products, which it would either have been impossible 
fw us to produce at aU, or to produce so cheaply at 
home. We are desired to consider all thb accession 
of weakh-^l the vast addition made by commerce 
to the motives which stimulate, and to the comforts 
and enjoyments which reward the labour of the in«» 
dustrious, as nothing, — and to fix our attention ex* 
clusively on the balance of L. 200,000 of gold and 
silver ! This is much the same as if we were de- 
sired to estimate the comfort and advantage derived 
from a suit of clothes, by the number and glare of 
the metal buttons by which they are fastened. And 
yet the rule for estimating the advantageousness of 
fi^reign commerce, which Mr Mun has here given, 
was long regarded by the generality of merchants 
and practical statesmen as infallible ; and such is the 
inveteracy of ancient prejudices, that we are still an^- 
nually congratulated on the excess of our exports 
over our imports ! 

There were many other circumstances^ bowev^r^ 

, * Treasure hy Foreign Trade, p. 11. 
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besides the erroneous notions reflecting die pre» 
cious metalsy which led to the enactment <^ I'cgni' 
htions restricting the freedom of inditstryy and se- 
eared the ascendancy of the mercantile system* 
Hie feudal governments established in the countries 
that had formed the west^n division of the Ro«mbi 
iknpire, early sunk into a state of confusion and 
anarchy. The princes, unable of themselves to i^ 
strain the usurpations of the greater barons^ or to 
ccmtrol their violence, endeavoured to strengthen 
their influence and consolidate their power, by at* 
taching the inhabitants of cities and towns to their 
interests. For this purposei they granted them char* 
ters, enfranchising the inhabitants, abolishing every 
existing mark of servitude, and forming them into 
corporations, or bodies politic, to be governed by a 
council and ms^strates (^ their own selection. The 
order and good government that were thus establidb*^ 
ed in the cities, and the security of property enjoy* 
ed by their inhabitants, while the rest of the country 
was a prey to rapine and disorder, stimulated their 
industry, and gave them a decided superiority over 
the cUltivatoi*s of the soil. It was from the cities . 
that the princes derived the greater part of their 
supplies of money ; and it was by their assistance 
and co-operation that they were enaUed to control 
and subdue the pride and independence of the bar- 
rens. But the citizens did not render this assistance 
to their sovere^ns merely by way of compensation 
for the wiginat gift of their efaiuters. They were 
continually soliciting and olMaining new privilege^. 
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And it vfm notto^ be ^^gsectwi t&at prkioosi utioiOi 
tbey hud hkk imder so DKtny ^dU^alknis, and vyliot 
justly regarded t^m a&fonaiiiig: die moat isdiiatnousi 
and deserving portion of their subjects, should jfoel 
any great di^elinatmn to gtatify their mAes. To 
eaiUe them to obtain cheapipromioBSi and to^ esanrp 
on di^ indlist^ to ike besto advantage, ihe exlpoit^ 
tidA <^ ccm, iiid of the ra^v m^erials of theik! numu« 
fiid;ttre(i^ waa s<aictly prohibited ; at die same time 
that henvy dut^ mid abselMite prohibttkxifr weie in^ 
terposed to prevent the importation of mimiifactiii^ 
art^es from abroad, and to secure the complete 
motiopcly of tke home-mindcet to the homemamifae- 
tnreite. Thecie^ together mth tbe^piivilege granted 
to the cifizen» o£ corpm'ate towns of preventing any 
individli^ from exerciaii^ imy branch of buainesa 
imtil he had cdbtatned l^ave from theaot ; and a vi^-^. 
riety of subordinate regnlattons intsbdiid td f^ree the^ 
importation^ of the raw materials xequioed in^makitt* 
factores, imd the exportation of mimiifaetnred goods, 
form the principal feitores of the system of pnfa& 
economy adopted^ in the view of enoouragii^ nm^ 
. nwfactuftmg industry, in every country in Enrdpey in 
the fomteenth, fiileenth^ sixteenth, and seventeenth 
centuries. The freedom of induslary reoegaifled^ by 
their ancient laws was almost totally destroyed^ It 
would be easy to mention a thonssmd instaneea of 
the excess to which this artificial ffjrstem wfaa carried 
in ]&[igland txA other ccHintries ; bit as many of 
tkese instances must be familiar to die reader, I diall 
only observe, as illptrative of its spirit, dutt, by an 
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act pa69ed in I678, fw the encouragement of Ihe 
English woollen manu&cture, it was ordered that 
all dead bodies should be wrapped in a woollen 
shroud ! 

But the exclusion of fore^ competitaon, and the , 
monopoly of the hcmie-market, were not enough to , 
satisfy the manufacturers and merchants. Having ob- 
tained all the advwtage they could from the public, 
they next attempted to prey on each other. Such of 
them as possessed most influence, procured the privi- 
l^e of carrying on particular branches of industry to 
the exclusion of every other individual. This abuse 
was.cfurried to a most oppressive height in the reign 
of Elizabeth, who granted an infinite number of new. 
patents. At length, the grievance beciune so insup- 
portable, as to induce all classes to join in petition- 
ing for its abolition : which, afier much opposition 
on the part of the Grown, by whom the power of 
erecting monopolies was considered a very valuable 
brandi of the prerc^ative, was effected by an act 
passed in 1624. This act has been productive of 
the greatest advantage ; but it did not touch any 
of the fundamental principles of the mercantile or 
manufacturing system ; and the exclusive privileges 
of all bodies-corporate were exempted from its ope- 
ration. # 

In France the interests of the manufacturers were 
warmly caused by the justly celebrated M. Col- 
bert, minister of finances during the most splendid 
period of the reign of Louis XIV. j and the year 

1664, when the famous tariff, compiled under his di- 

11 
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rection, was first promulgated, has been sometimes 
considered, by the Contmental writers, though, as 
we have seen, most erroneously, as the red era of the 
mercantile system. * 

The restrictions in favour of the manufacturers 
were all zealously supported by the advocates of the 
mercantile system, and the balance of trade. The 
facilities given to the exportation of goods manufac- 
tured at home, and the obstacles thrown in the way 
of importation from abroad, seemed peculiarly well 
fitted for making the exports exceed the imports, and 
procuring a favourable balance. Instead, therefore, 
of regarding these regulations as the o£&pring of a 
selfish monopolizing spirit, they looked on them as 
having been dictated by the soundest policy. The 
interests of the manufacturers and merchants were 
thus naturally identified ; and were held to be the 
same with those of the public. The acquisition of 
a favourable balance of payments was the grand ob^ 
ject to be accomplished ; and heavy duties and re- 
strictions on importation, and bounties and pram'oms 
on exportation, were the means by which this object 
was to be attained. It cannot excite our surprise 
that a system having so many popular pqjudices in 
its favour, and which afforded a plausible apology for 
the exclusive privileges enjoyed by the manufactur- 
ing and commercial classes, should have eariy attain- 
ed, or that it should still preserve, notwithstanding 



* See Mengotti, Dissertazione sul Colbertismo, cap. 11. 
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the overthrow of its princij^es, t powerfiil practical 
influence. * 

^* It is no eicaggeratiofi to affirm/' says a kite fo* 
reign writer, " that there are very few political er- 
rors which have produced more mischief than the 
mercantile system. Armed with power, it has com* 
inanded and forbid where it should only have pro* 
tectedL The regulating mania which it has inspired 
has tormented industry in a thousand way8» to force 
it from its natural channels. It has made each par- 
ticular nation regard the welfare of its neighbours 
as incompatible with its own \ hence the reciprocal 
desire of injuring and impoverishing each other \ 
and hence that spirit of commercial rivalry which 
has been the immediate or remote cause of the great* 
or number of modem wars. It is this system which 
has stimulated nations to employ force or cunning 
to extort commercial treaties, productive of no real 
advantage to themselves, from the weakness or igno* 
ranee of others. It has formed colonies, that the 
mother country might enjoy the monopoly of their 
trade, and fiorce them to resort exclusively to her 
markets. In short, where this system has been pro* 
diictive of the least injury, it has retarded the pro- 



* Meloa uid Forbonnaia in FFance>«-*6enoYe»i in l^j^.^ 
Man> Sir Josiah Cliild^ Dr Day&aantj the authors of the Bri- 
tish Merchant^ and Sir James Stewart^ in England — are the 
ablest writers who have espoused^ some with mtxte and mm^ 
with fewer exceptions^ the leading principles of the Mercantile 
system. 
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gress of national prosperity ; every where dae it has 
deluged the earth with bloody and has depopulated 
and ruined some of those countries whose power and 
opulence it was supposed it would carry to the high- 
est pitch. * 

The shock given to pevious prejudices and sys- 
tems by those great discoveries and events^ whid 
will for ever distinguish the fifteenth and sixteenth 
centuries, and the greater attention which the pro- 
gress of civili^^ation and industry naturally drew to 
the sources of national power and opulence, prepar- 
ed the way for the down£EtU of the mercantile sys- 
tem. The advocates of the East India Company, 
whose interests had first prompted them to question 
the prevailing doctrines as to die exportation of bul- 
lion, b^an gradually to assume a higher tone i and 
at length boldly contended that bullion was nothing 
but a commodity^ and that its exportation ought to 
be rendered as free as tkm exportation of any other 
commodity. N(Mr were these (pinions confined to 
the partners of the East India Company. They were 
gradually communicated to others j and many emi- 
nent merchants were taught to look with suspicion 
on several (^ the most received maxims ; and were 
thus led to acquire more correct and comprehensive 
views in respect to the just principles of commercial 
intercourse. The new ideas ultimately made their 
way into the House of Commons ; and in 1663, the 

* Storch^ Cours d'Economie Politique, Tome I. p. 122. 
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statutes prohibiting the exportation oi foreign cam 
and bullion were repealed, and full liberty given to 
the East India Company, and to private traders, to 
export these articles in unlimited quantities. 

In addition to the controversies respecting the 
East India trade, the discussions to which the foun- 
dation of the colonies in America and the West In* 
dies, the establishment of a compulscnry provision 
for the support of the poor, and the acts prohibit- 
ing the exportation of wool, &c. gave rise, attracted 
an extraordinary portion of the public attention to 
questions connected with the domestic policy of the 
country. In the course of the seventeenth century, 
a more than usual number of tracts were published 
on commercial and economical subjects. And al- 
though the greater number are strongly tinctured 
with the prevailing spirit of the age, it cannot be de- 
nied, that several of them rise above the prejudices 
of their contemporades, and have an unquestiona* 
ble right to be regarded as the foundation of the 
modem theory of coonnerce— as the earliest exposi- 
tion of those sound and liberal doctrines, by which 
it has been shown, that the prosperity of states can 
never be prcmioted *by restrictive regulations, or by 
the depression of their neighbours-^hat the genuine 
spirit of commerce is inconsistent with the dark, sel- 
fish, and shallow policy of monopoly — ^and that the 
self interest of mankind, not less than their duty, re- 
quires them to live in peace, and to cultivate a fair 
and friendly intercourse with each other. 
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Besides Mr Mu», Sir Josiah Child,^ whose work^ 
though it is founded on the principles of the mercan- 
lile systenii contains many sound and liberal viewsi Sir 
William Petty,t and Sir Dudley North, are the most 
distinguished of the economical writers of the seven- 
teenth century. The latter not only rose above the 
established predjudices of the time, but had sagacity 
enough to detect the more r^ned and less obvi- 
ous errors that were newly coming into fashion. 
His tract, entitled, *^ Discourses on Trade, prin- 
i^ipaUy directed to the Cases qf Interest^ Coinage^ 
CUppingy and Increase qf Money ^* published in 
1691» contains a much more able statement of the 
true principles of commerce than any that had then 
appeared. He is throughout the intelligent advo- 
cate of all the great principles oi commercial free- 
dom. He is not, like the most eminent of his 
^edecessors, well informed on one subject, and er- 
r<meous on another. His system is consistent and 
complete. He shows, that in commercial matters, 
nations have the same interests as individuals ; and 
forcibly eirposes the absurdity of suf^posii^, that any 
trade which is advantageous to the merchant can be 
injurious to the public. His opinions respecting the 
imposition of a seignorage on the coinage of mo- 



* A New Discourse of Trade, first published in 1668, bat 
greatly enlarged and improved in the second edition, pub- 
lished in 1690. 

t Quantulumcunque, published in 1682 ; Political Anatomy 
of Ireland, published in 1672; and other works. 
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pey^ and the expediency of sumptuary lawB» then 
.veiy pqpular, .are equally enl^htened* 

I shall Bulgom, from the preface to this tract, a« 
abstract of the general prapositiws maintaiiied in 
it: 

" That the whole world as to trajms a 

BUT AjS 0N£ nation OR PEOPLE, AND THEKEJQI ttAr 
TtOXS ARE AS PBBSONjS. 

*' T/hsA the loss of a trade with ooae nation is nicA 
.that only, separately considered, but so much of the 
trade of the world rescinded and lost, fen* all is eoia* 
rbinpd together. 

" That there can be no trade unprofit- 
able TO THE PUBLIC ; FOR IF ANY PROVE SO, MBN 
L&AVE or QTSi AND WHEREVER THE TIUJMSBS 
THRiyj:, .THE PUBUC, OP WHICH THET AB£ A PAfiT, 
THRIVE AMP. 

^ That to ibrce men to deal in any fmscrihed 
ma^n^r4a»y profit such as happen to serve them; 
hutiihe pj»bUc gains not, because it is taken from 
ime $u^f^t4o givfi toMnoiken. 

'< Tliatfuojaws ow set prices in trade, the rates 
..of -^ch mmt ai^ will make themselves. But when 
;i)ich laws ^ htufip^u to lay. any hoi^, it is^K) much 
ifldpediment to tirade, and therefoi^ prejudicial. 

" That money is a merchandise, whereof there 
may he a glut, as well as a scarcity, and that 
even to an ifwonveftience. 

"That a people cannot want money to 
serve the ordinary dealing, and more than 
enough they will not have. 
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** Thst no man mil be tke richer fer the mak- 
ing mbch money, nor have any part of H, but as he 
bays It &ir an equi^ent price. 
" That the free coynage is a perpetual motion 
found outy whereby to melt and coyn mthout ceas^ 
mg^ and so to &ed goldsmiths and coyners at the 
puUic charge. 

*' Tliat defusing the cqyn is defranding one ano- 
ther, and to the public there is no sort of advantage 
from it ; fiar ^dxai, admits no dtaracter, or value, but 
SBtriBflidk. 

'' That the sinking by alloy or weigl^ is all one. 

^* That exchange and ready money are the 
Mme^ waMng hit carriage and remarriage being 
Wocd» 

^^ That flumey exported in trade is an increiae 
40 Ahe wealth of the nation ; hut ^ent in war^ and 
patfiuenta abroad, is so vmch impoverishment. 

" In abort, that all favour to one trade, 

OR INTEREST, IS AN ABUSE, AND CUTS SO MUCH OF 
PROFIT FROM THE PUBLIC.'' 

Unluckily this admirable tract never obtained any 
considerable circulation. There is good reason, in- 
deed, for supposing that it was designedly suppres- 
sed.* At all evenfe^ it speedily became excessively 
scarce { and I am not a^axe that it has ever been 
^ referred to by any subsequent writer on commerce. 
The same enlarged and liberd views that had 

* See the Honourable Roger Nortji's Lt/e of hu Broker, 
the Honourable Sir Budleif North, p. 179. 
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t 

£(>uDd so able a supporter in Sir Dudley Norths were 
subsequently advocated to a greater or less extent by 
Locke,* the anonymous author of a pamphlet on the 
East India Trade, t Vanderlintil: S^r Matthew Deck- 
er, § Hume, II and Harris^. But their efforts were 
ineffectual to the subyersion of the mercantile system. 
Their opinions respecting the nature of wealth were 
confused and contradictory j and as they neither at- 
tempted to investigate its sources, nor to ttace the 
causes of national opulence, their arguments in fa- 
vour of a liberal system of commerce had somewhat 
of an empirical aspect, and failed of making that im- 
pres^n which is always made by reasonings logi- 
cally deduced from well established principles, and 
shown to be consistent with experience. Mr Locke, 
as we shall afterwards show, unquestionably enter- 
tained very correct opinions respecting the para- 
mount influence of labour in the production of 

* ConMerations on the Lotvering of Interest and Raising 
the Value of Money, 1691; and Further Considerations on 
Raising the Falue of Money, 1695. 

t Considerations on the East India Trade, 1701. This is 
a very remarkable pampUet. The author has successfully 
refuted the various arguments advanced in justification of the 
prohibition against importing East India manufactured goods ; 
and has given a very striking illustration of the effects of the 
division of labour. 

J Money Answers all Things, 1734. 

§ Essay on the Causes of the Decline of Foreign Trade, 
1744. 

II Political Essays, 1752. 

IF Essay on Money and Coins, 1757* 
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wealth ; but he did not prosecute his investigations 
in the view of elucidating the principles of this 
science^ and made no reference to them in his sub« 
sequent writings. And though Mr Harris adopted 
Mr Locke's views, and deduced from them some 
practical inferences of great importance, his general 
principles are merely introduced by way of preface 
to his Treatise on Money ; and are not explained 
at any length, or in that logical and systematic man- 
ner that is necessary in scientific investigations. 

But, what the English writers had left undone 
was now attempted by a French philosopher, equally 
distinguished for the subtlety and originality of his 
understanding, and the integrity and: simplicity of 
his character. This was the celebrated M. Qiies- 
nay, a physician, attached to the court of Louis XV. 
It is to him that the merit unquestionably belongs of 
having first attempted to investigate and analyze the 
sources of wealth, with the intention of ascertaining 
the Jundamental principles qf Political Economy ; 
and who thus gave it a systematic form, and raised it 
to the rank of a science. Quesnay's father was a 
small proprietor, and having been educated in the 
country, he was naturally inclined to regard (^cul- 
ture with more than ordinary partiality. At an ear- 
ly period of his life he had been' sinick with its de- 
pressed state in France, and had set himself to dis- 
cover the causes which had prevented its making 
that progress which the industry of the inhabitants, 
the fertility of the soil, and'ihe fecellence of the 
climate, seemed to insure. In the coursie of this in- 
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quiry he speedily diaeovored that the prereiitum of 
die exportatioii of com to £ureign countries^ and 
the preference given by the regulations of Colbert 
to the manufacturing and conunercial classes of er 
die agriculturists, formed the moat powerful ob- 
stacles to the progress and improvement of agricuU 
ture. But Quesnay was not satkfied with expoeiilg 
the injustice of this preference, and its pernicioiKs eon* 
sequences. His zeal for the interests of agriculture 
led him, not merely to place it on the same letvel 
with manufactures and commerce, but to raise it 
above them,^'«4>y endeavomlng to show that it was 
the only species of industry which contributed to 
increase the riches of a nation. Founding on the 
indisputable fact, that every thing that eithcsr Bdi* 
nisters to our wants or gratifies our desires, must be 
originally derived from the earth, Quesnay assumed 
as a self-evident truth, and as the basis of his system, 
that the earth is the onfy source of 'wetflth ; fmd held 
that industry was altogether in^pabl^ of predncii^ 
any new value, except when c^i^yed ii^ ^icul- 
ture, including under that, texm fisbcYtes and minos^ 
His observatioa of the striking ^ee^ of the %7e^6« 
UfUve powers of natuce^ and hm iuAtnliiby to explain 
the reid origiii and caum of rentf. confirmed bim m 
this opinion. The ciccumatance,. that of thooe who 
are engaged in industrious nodi^takjaig^ noMt but 
tlieeidtivators of tfaeaoil paid rent fw the MS^of lla-^ 
tural agentsy appeared to him m iwmtrov^rtible 
proof, that agriculture was the only 9pe€ie9 of iodu/s* 
try which yielded a net surplus ("praduit net J aver 



Digitized 



by Google 



THE FRENCH ECONOMISTS. 4i5 

and dbove the exp^nces of production. Quesnay aU 
lowed that manufactiireFS and merohuifas were high« 
ly useful ; but, as they realized no net surplus m thd 
shape of rent, he contended they did not aidd any 
greater vahie to the raw material of the eommodi* 
ties they manufactured or carried from plac^ to [dacei 
than was just equivalent to the value of the capita) 
or stock consumed by them during ;tbe time the^ 
were necessarily engaged in diese operations* These 
principles once established, Quesnay proceeded to 
divide society into three classes ; the ^stj or pro^luC' 
five class, by whose agency all wealth is produced^ 
consists of the farmers and labourers engi^ed im agri- 
culture, who subsist on a portion of the produce of 
the land reserved to themselves as the waged of tli^ 
labour, and as a reasonable profit on their capital i 
the second, or proprietary cla^, consists of those who 
live on the rent of the land, or on the net surpim 
produce niised by the cultivators aft^ their necessary 
expences have beefn deducted (and the ^Hrd» or 
unproductive class, consists of manufacturers, mer^ 
chants, menial servants, &c., whose labour, tboi^h 
exceedingly useful^ adds nothing to the nationai 
wealth, and who subsist entirely on the wages paid 
them by the other two classes. It is obvious* m^ 
posing this classification made on just principles, that 
all taxes must fall on the landlords^ The ihix^ «r 
unproductive class, havd nothing but what tbey re*- 
ceive from the other two classes } and if any deduc- 
tion were made from the fair and reasonable profits 
and wages of the husbandmen, it would have the 
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eflfect to paralyse their exertions, and consequently 
to spread poverty and misery throu^iout the land, 
by drying up the only source of wealth. It neces- 
sarily follows, therefore, on M. Quesnay's theory, 
that the entire expences of government, and the va- 
rious public burdens, must, howsoever imposed, be uU 
tunately defrayed out of the produitneU or rent of 
the landlords ; and consistently with this principle, 
he proposed that all the existing taxes should be re- 
pealed, and that a single tax ("Impot unique^) laid 
directly on the net produce, or rent, of the land, 
should be imposed in their stead* 

But, however much impressed with the import- 
ance of agriculture over every other species of in- 
dustry, Quesnay did not solicit for it any exclusive 
favour or protection. He successfully contended 
that the interests of the agriculturists^ and of all the 
other classes, would be best promoted by establish- 
ing a system of perfect freedom. *< Qu'on main- 
tienne,*' says he in one of his general Maxims, 
^< I'enti^re liberty du commerce; car la police du 
commerce interieur et exterieur la plus sure, la 
plus exactCy la plus profitable a la nation et a 
Vetatj consisie duns la pleins libebt^ de la 
CONCURRENCE.*** Qucsuay showed that it could 
never be ' for the interest of the proprietors and 
cultivators of the soil to fetter or discourage the 
industiy-of merchants, artificers, and manufactu- 
j • . ^__^ 

* Physiocratie, Premiere Partie,rp. 119. 
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ren; for the greater the liberty they enjoy, the 
greater will be their competition, and their services 
will, in. consequence, be rendered so much the 
cheaper. Neither, on the other hand, can it ever be 
for the interest of the unproductive class to harass 
and oppress the agriculturists, either by prevaridng 
the free exportation of their products, or by any re- 
strictive regulations whatsoever. When die culti- 
vators enjoy the greatest degree of freedom, their 
industry, and, consequently, their net surplus pro^ 
duce — the only fund from which any accession of 
national wealth can be derived — will be carried to 
tlie greatest possible extent* According to this ** li- 
beral and generous system,''* the establishment of 
perfect liberty, perfect security, and perfect justice, 
is the only, as it is the infallible, means of securing 
the highest d^ree of prosperity to all classy of the 
society. 

** On a vu,'' says the aUest expositor of this sys- 
tem, M. Merrier de la Eiviere, " qu'il est de I'es- 
sence de Tordre que Pinteret particulier d'un seul ne 
puisse jamais etre separee de Tinteret commun de 
tons ; nous en trouvons une preuve bien convain- 
cante dans les e£fets que produit naturellement et 
necessairenrcnt la plenitude de la lU)ert6 qui doit 
r^;ner dans le commerce, pour ne point blesser la 
propri^td L'interet personnel encourag^e par cette 
grande liberty, presse vivement et perpetuellement 



Wealth of Nations, Vol. III. p. 17- 
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diaque hoaivie en pttlicQUer, dfr perfeetioniier, de 
multiidier tea cho&ds.imt il Mfc vradeur ; d^grosor 
mmi k nttsse des jowMmces qu'tl pcvk prwurer ami 
antrei bamines^ afin degrosriri pw o&nMqfeD, ktviMse 
des jouissanoea qiie lea aotras homniea peanrent Ini 
fffocurer en echangt . Le numdt alors va ds bd 
nmne ; le dair de joair, et k laberti de jonr, ne 
oetsant de pravoquer k moh^IieaticKi dea productions 
etl'accroisaeaient de Pindustm^ ihimpriment k toutflN 
k 90ci4ik un mouTement qui devient une teodMhce' 
perpetadle vera son maillenr etat possible/' ^ 

We Aall haTe other oppoxAunitiea of eiammwlg 
the principles of t^veiyingeoiaiffitheoEyv Itissnfv 
ficient at present to remark^ that, m asawning agii. 
caltare to be die only sovrce of wealth, because the 
matter of which all cooimodities are composed must be 
originally derived from the earth, M. Quemay amt 
his followers mistook altogether the nature of produo^ 
tion, and rea% supposed wealth to oonsiab of matter ; 
whereas, hi its natural state,, matter is very rarely pii&^ 
sessed of immediate and direct utiliiky, and 15 alwog/^ 
destitttte qfvakie. It ia oaij by means of the labQUF 
wiiich must be kid out ia appropriating matter,; and 
in fittii^ and preparing it for our use^ ikakit ai> 
quires exchangeable value, aikl bec(Hnes wealth* Hti-» 
man industry does not produce wealth by making any 
additions to the matter of our globe ; this b^ng a 
quantity suseq^Ue neithar of augmentattoa nor di- 



* VOrdre Naiurel et Essentiel des SocUtSs Pditiques, Tome 
II. p. 444. 
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imnution. Its real and only effect is to produce 
wealth by giving utiliUf to matter already in exist- 
ence ; and it has been repeatedly demonstrated, that 
the labour employed in manufactures and commcnrce 
is juat as productive of utility, and consequently of 
wealth, as the labour employed in agriculture. Nei^ 
ther is the cultivation of the soil,, as M. Quesnay 
supposed^ the only species ef industry which yields 
a surplus produce after the expences of production 
are deducted. When agriculture is most produc- 
tive, that is, when none but the best of the good 
soils are cultivated, no rent, or produit net, is ob- 
tained from the land; and it is only after recourse has 
been had to poor^ soils, and when, consequently, the 
productive powers of the labour and capital employed 
in cultivation begin to diminish, that rent begins to 
appear : So that, instead of being a consequence of 
the superior productiveness of agricultural industry^ 
rent is really a consequence of its becoming less pro« 
ductive than others ! 

The Economical Table, a formula constructed by 
M. Quesnay, and intended to exhibit the various 
phenomena attendant on the production of wealth, 
and its distribution among the productive, proprie- 
tary, and unproductive cl&sses, was published at Ver- 
sailles, with accompanying illustrations, in 17^8; and 
the novelty and ingenuity of the theory which it ex- 
pounded, its systematic and scientific shape, and the 
liberal system of commercial intercourse which it re- 
commended, speedily obtained for it a very high de- 
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gree of reputation.* It is to be r^retted that the 
friends and disciples of Quesnay, among whom we 
have to reckon the Marquis de Mirabeau, Mercier de 
la Riviere, Dupont de Nemours, Saint Peravy, Tur- 
got, and other distinguished individuals, in France, 
Italy, and Germany, should, in their zeal for his pe- 
culiar doctrines, which they enthusiastically exerted 
themselves to defend and propagate, have exhibited 
more of the character of partizans, than of (what 
there is the best reason to think they really were) sin- 
cere and honest inquirers after truth. Hence it is 
that they have always been regarded as a sect, known 
by the name of Economists^ or Physiocrats ; — and 
that their works are characterized by an unusual de- 
gree of sameness, f 

♦ See Appendix, Note A, for some further remarks on the 
Economical theory. 

t The following are the principal works published by the 
French Economists : — 

Tableau Economique, et Maximes Generales du Gouveme' 
ment Economique, par Francois Quesnay> 4to, Versailles, 1758. 

Theorie de VImpot, par M. de Mirabeau, 4to, 1760. 

La Philosophie Rurale, par M. de Mirabeau, 4to, and 3 
Tomes 12mo, 1763. 

L'Ordre Naturel et Essentiel des Societes PoUUques par 
Mercier da la Riviere, 4to, and 2 Tomes 12mo, 1767* 

Sur rOrigine et Progres d^une Science Nouvelle, par Dupont 
de Nemours, 1767« 

La Physiocratie, ou Constitution Naturelle du GouvememetU 
le plus avantageux au Genre Humain ; Recueil des Principaux 
Ouvrages Economiques de M. Quesnay, r6dig^ et puUi^ par 
Dupont de Nemours, 2 Parties, 1767- 
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Bat, in despite of all these defects, there can be 
wqoestkm that the hibours of the French Economists 
powerfully contributed to accelerate the progress. of 
economical science. In reasoning on subjects con- 
nected with national wealth, it was now found to be 
necessary to subject its sources, and the laws which 
r^itlate its production and distribution, to a more ac- 
curate and searching analysis. In the course of this 
examination, it was speedily ascertained that both the 
mercantile and economical theories were erroneous 
and defective ; and that, to establish the science of 
Political Economy on a firm foundation, it was neces^ 
sary to take a much more extensive survey, and to 
seek for its principles, not in a few partial and distort- 
ed facts, or in metaphysical abstractions, but in the 
connection and relation subsisting among the various 
phenomena manifested in the progress of civiUzation. 

Lettres ^un Cttoyen d un Magistral, sur let VingHemes et 
les autres ImpoU, par I'Abb^ Baudeau^ 12mo> 1768. 

Memoire sur Us Effets de tlmpSi indirect ; qui a remportS le 
Prix proposS par la Sociiti Boyale d' AgricuUfire de Limoges, 
par Saint Peravy, 12mo^ 1768. 

Reflexions sur la Formation, et la Distribution des Richesses, 
par Turgot^ Svo^ 1771* This is the best of all the works found- 
ed on the principles of the Economists ; and is^ in some re- 
spects^ the best work on Political Economy published previous- 
ly to the Wealth of Nations. 

The Journal d' Agriculture, Sfc. and the Ephemerides du 
Citoyen, contain a variety of valuable articles contributed by 
Quesnay and other leading Economists. The Ephemerides was 
begun in 1767, and was dropped in 1775 ; it was first conduct- 
ed by the Abb^ Baudeau, and then by Dupont. 
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The Count di Verri, whose Meditations on PoUti- 
cal Economy were published in 1771j demonstrated 
the fallacy of the opinions entertained by the French 
Economists respecting the superior productiveness of 
the labour employed in agriculture ; and showed that 
all the operations of industry really consist of mtidu 
Jications of matter already in existence.* But Verri 
diid not trace the consequences of this important prin- 
ciple ; and, possessing no clear and definite notions 
of what constituted wealth, did not attempt to dts- 
cover the means by which labour might be facilitated. 
He made some valuable additions to particular brandi- 
es of the science, and had sufficient acuteness to de- 
tect errors in the systems of others ; but the task of 
constructing a better system in their stead required 
talents of a far higher order. 

At length, in l776j our illustrious countryman 
Adam Smith published the " Wealth of Nations*' — 
a work which has done for Political Economy wliat 
the Essay of Locke did for the philosophy of mind. 
In this work the science was, for the first time, treat- 
ed in its fullest extent ; and the fundamental princi- 
ples, on which the production of wealth depend, 

* Accostare et seperare sono gli unici elementi che Tingegno 
umano ritrova analizando Tidea della reproduzione ; e tanto e 
riproduzione di valore e di richezza se la terra^ Taria^ e I'aqna 
ne' campi si trasmutino in grano^ come se coUa mano dell' uomo 
il gluttine di un insetto si trasmuti in velluto^ o vero alcuni pez- 
zetti di metallo si organizzino a formare una ripetizione.-— 3fe- 
ditazioni sulla Economia Politica, § 3. 
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placed beyond the reach of cavil and dilute. In 
opposition to the French Economists, Dr Smith has 
shown that labour is the only source of wealth, and 
that the wish to augment our fortunes and to riae 
in the world — a wish that comes with us from the 
womb, and never leaves us till we go into the grave 
— \% the cause of wealth being saved and accumu- 
lated : He has shown that labour is productive of 
wealth when emjdoyed in manufactures and com- 
merce, as well as when it is employed in the culti- 
vation of the land : He has traced the various means 
by which labour may be rendered most effective ; 
and has given a most admirable analysis and expo- 
sition oi the prodigious addition made to its powers 
by its division among diflferent individuals, and by 
the employment of accumulated wealth, or capital^ 
in industrious undertakings. Dr Smith has also 
shown, in opposition to the commonly received (pi- 
nions of the merchants, politicians, and statesmen of 
his time, that wealth does not consist in the abun- 
dance of gold and silver, but in the abundance of 
the various necessaries, conveniences, and enjoy- 
ments of human life : He has shown that it is in 
every case sound policy, to leave individuals to pur- 
sue their own interest in their own way ; that, in 
prosecuting branches of industry advantageous to 
themselves, they necessarily prosecute such as are, 
at the same time, advantageous to the public ; and 
that every regulation intended to force industry in- 
to particular channels, or to determine the species of 
commercial intercourse to be carried on between 
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different parts ci the same country, (x between dis- 
tant and independent countries, is impolitic and p^- 
nicious — injurious to the rights of individuaU and 
adverse to the progress of real opulence and lasUnig 
prosperity. 

The fact that the distinct statement of sev^nl of 
the most important of these principles, and that 
traces of them all, may be found in the works of pre*- 
yious writers, does not in the least detract from the 
real merits of Dr Smith. In adopting the disco- 
veries of others, he has made them his own i he has 
demonstrated the truth of principles on which his 
predecessors had, in most cases, stumbled by chance ; 
has separated them from the errors by which they 
were previously incumbered; has traced th^r re* 
mote consequences, and pointed out their limitations; 
has shown their practical importance and real value 
— their mutual dependence and relation ; and has 
reduced them into a consistent, harmonious, and 
beautiful system. 

But, however excellent in many respects, still it 
cannot be denied that there are errors, and those 
too of no slight importance, in the ** Wealth of Na- 
-dons.'* Dr Smith does not say that in proseculang 
such branches of industry as are mast advantageous 
to themselves, individuals necessarily prosecute such 
as are at the same time most advantageous to the 
public. His leaning to the system of the Economists 
— a leaning perceptible in every part of his work-^ 
made him so far swerve from the principles of bis 
own system, as to admit that individual advantage is 
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not diwuys a true te^t of the public advantageou$ness 
<^ different employments. He considered agricul- 
ture» though not the only productive employment, 
as the most productive of any ; and he considered 
the home trade ^ more productive than a direct 
foreign trade, and the latter than the carrying trade. 
It is clear, however, that aU these distinctions are 
fiindamentally erroneous. A state being nothing 
more than an aggregate collection of individuals, it 
necessarily follows, that whatever is most advantage- 
ous to them must be most advantageous to the state ; 
and it is obvious, that the self4|iterest of those con- 
cerned will alwajrs prevent them from engaging in 
manufacturing and commercial undertakings, unless 
when they yield as large profits, and are, consequent- 
ly, as publicly beneficial as agriculture. His opinion 
with respect to the unproductiveness of all labour, 
not realized in a fixed and vendible commodity, ap- 
pears, at first sight, to rest on no better foundaticm 
than the opinion of the Economists with respect to 
the unproductiveness of commerce and manufactures ^ 
and its fallacy has been fully established by several 
late writers. These, however, are blemishes of infe- 
rior importance. The radical defect of the ^^ Wealth 
of Nations" consists in the erroneous doctrines Dr 
Smith has advanced with respect to the invariableness 
of the value of com, and. the efiect of fluctuations in 
the rate of wages on prices : These have prevented 
him froip acquiring ^ny clear and accurate notions re- 
specting the nature and causes of rent, and the laws 
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which gov^n the rate of profit ; and have, in eon- 
sequence, vitiated all that part of his work which 
treats of the distribution of wealth, and the princq^les 
of taxation. 

But, after every allowance has been made for 
these defects, enough still remains to justify us in 
considering Dr Smith as the real founder of the mo- 
dem system of Political Economy. If he has not 
left us a perfect work, he has, at all events, left us 
one which contains a greater number of useful truths 
than have ever been given to the world by any other 
individual ; and he has pointed out and smoothed 
the route, by following which, subsequent philoso- 
phers have been enabled to perfect much that he had 
left incomplete, to rectify the mistakes into which he 
had fallen, and to make many new and important 
discoveries. Whether, indeed, we refer to the sound- 
ness of its leading doctrines, to the liberality and 
universal applicability of its practical conclusions, or 
to the powerful and beneficial influence it has had on 
the progress and perfection of economical science, 
and still more on the policy and conduct of nations, 
Dr Smith's work must be placed in the foremost rank 
of those that have helped to liberalize, enlighten, and 
enrich mankind. ^ 



* The subsequent steps in the progress of the science will 
be pointed out in the course of this work. I have given a 
sketch oi its history^ up to the present time^ in my Discourse 
on the Rise, Progress, Peculiar Objects, and Importance qf Po- 
titical Economy, 
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The science of Political Economy was long con- 
founded with that of Politics ; and it is undoubtedly 
true that they are very intimately connected, and 
that it is frequently impossible to treat those ques- 
tions which strictly belong to the one without refer- 
ring more or less to the principles and conclusions 
of the other. But, in their leading features, they 
are sufficiently distinct. ^The laws which regulate 
the production and distribution of wealth are the 
same in every country and stage of society. Those 
circumstances which are favourable or unfavourable 
to the increase of riches and population in a repub- 
lic may equally exist, and wiU have exactly the same 
eSkctSf in a x^aonarchy. That security of property, 
mthout which there can be no steady and continued 
exertion — ^that freedom of engaging in every difier- 
ent branch of industry, so necessary to call the va- 
rious powers and resources of human talent and in- 
genuity into action — and that economy in the public 
expenditure, so conducive to the accumulation of na- 
tional wealth — are not the exclusive attributes of any 
particular species of govemmentT/If free states ge- 
nerally make the most rapid advances in wealth and 
population, it is an indirect rather than a direct con- 
sequence of their political constitution. It results 
more from the greater probability that the right of 
property will be held sacred — that the freedom of in- 
dustry will be less fettered and restricted,-— and that 
the public income will be more judiciously levied and 
expended under a popular government, than from 
the mere circumstance of a greater proportion of the 
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people being permitted to exercise political rights and 
privileges. Give the same securitbs to the subjects 
of an absolute monarch, and they vnll make the same 
advances. 'Industry does not require to be stimu- 
lated by extrinsic advantages. The additional com- 
forts and enjoyments which it procures have always 
been found sufficient to ensure the most persevering 
and successful exertionsT? And whatever may have 
been the form of government, those countries have 
always advanced in the career of improvement, in 
which the public burdens have been moderate, the 
freedom, of industry permitted, and every individual 
enabled peaceaUy to enjoy the fmits of his labour. 
It is not, therefore, so much on its political organiza- 
tion, as on the talents and spirit of its rulers, that 
the wealth of a country is principally dependentj 
Economy, moderation, and intelligence on the part 
of those in pow^r, have frequently elevated absolute 
m<marchies to a very high degree of opulence and of 
prosperity ; while, on the other hand, all the advan- 
tages derived from a more liberal system of govern- 
ment have not been able to preserve free states from 
being impoverished and exhausted by the extrava* 
gance, intolerance, and short-sjghted policy of their 
rulers. 

The sciences of Polities and of Political Econo- 
my are, ther^ore, sufficiently distinct. The politi- 
cian examines the principles on which government is 
founded ; he endeavours to determine in whose hands 
the supreme authority, may be most advantageously 
placed ; and unfolds the reciprocal duties and obliga- 
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tixm of the govemii^ and goreraed pdM;ioiis oiwh 
effity. The political eccmomist does not take so bi^ 
a fE^ht. It is not of the constittd;iim of ibe goycm* 
ment, but of its acts only, diat he is called upon to 
judge. Whatever measures ttffeet the pi^oduKStioix or 
distribution of wealth, necessariiy cootie within the 
jcope of his observation, and are ire^ ca&vmsaed by 
him. He examiaes whether they are in.undbba with 
tbe just piiioiplea of economical science; J£ tbey 
iire, lie. pronouneiss d^em to be advantageous, aiul 
:j^ows the nature and extent of the benefits of which 
tJliey will be productive ; if they are noti he shows 
in: what respect they are defective, and to what ei^ 
t^it their operation will be injurious. But hd does 
this without inquiring into the constitution of the 
government by which these measures have been 
adopted. The circumstance, of their haviog ema- 
nated from the privy council of an arbitrary mo- 
narch, or the representative assembly of a free state, 
though in other respects of supreme importance, can- 
not affect the immutable principles by which the eco- 
nomist is to form his opinion upon them. 

Besides being confounded with Politics, Political 
Economy has sometimes been confounded with Sta- 
tistics ; but they are still more easily separated and 
distinguished. The object of the statistician i^ tol 
describe the condition of a particular country at a 
particular period ; while the object of the political 
economist is to discover the causes which have 
brought it into that condition, and the means by 
which its wealth and riches may be indefinitely in- 
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creased.^ He is to the ststisticiaii what the physical 
astronomer is to the mere obserrer. He takes the 
facts famished by the researches of the statistickn^ 
and after comparing them with those furnished by 
historians and travellers, he applies himself to dis- 
coTer their relation. By a piatient induction— by 
carefully observing the circumstances attendii^ the 
operation of particular principles, he discovers the 
effects of which they are really productive, and how 
far they are liable to be modified by the operation of 
other principles. It is thus that the relation between 
rent and profit — between profit and wi^es, and the 
various general laws which regulate and connect the 
apparently conflicting, but really harmonious inte- 
rests of every different order in society, have been 
discovered, and established with bHI the certainty of 
demonstrative evidence. 
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PART IL 

pboouction of ¥^alth. 
Section L 

D^fmUion of Production — Labour the <mfy Source 9f WtaUK- 

All the operations of nature and of art are re- 
ducible to, and reaUy consist of tremsmutdtioris^ — of 
changes of form and of placeA By production, in the 
science of Political Economy, we are not to under- 
stand the production of matter, for that is the exclu- 
sive attribute of Omnipotence, but the production of 
utiUty^ and consequently of exchangeable value, by 
appropriating and modifying matter already in exist- 
ence, so as to fit it to satisfy our wants, and to con- 
tribute to our enjoyments. The labour ishich is 
thus employed is the only source of wealth.* I Na- 

* This point has been strongly and ably stated by M. De- 
stutt Tracy — '^ Non-seulement," says he, ^' nous ne cr^ns ja- 
mais rien, mais il nous est m^me impossible de oonoevoir ce que 
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tore spontaneously furnishes the matter of which 
all commodities are made ; but, until labour has been 
expended in appropriating matter, or in adapting it to 
our use, it is wholly destitute of value, and is not, nor 
ever has been, considered as forming wealth.^ FUce us 
on the banks of a river, or in an orchard, and we shall 
infallibly perish, either of thirst or hui^r, if we do 
not, by an effort of industry, raise the water to our 
lips, t>r pluck the fruit from its parent tree. It is 
seldom, however, that the mere appropriation of mat- 



c'est que crier ou auneantir, si nous entendmis rigoureusement 
par ces mots^ faire quelque chose de rien, ou reduire quelque 
chose d rien ; car nous n'avons junais vu un toe quelconque 
flortir du n6ant ni 7 rentier. De la cet axiome admis par toute 
I'antiquite : rien ne vient de rien, et ne peut redeveuir rien* 
Que faisons-nous done par notre travail^ far noire action sur 
tous les etres qui nous entourent ? Jamais rien^ qu'op^er'dans 
ces Gtres des changeme^tits d^ forme ou de lieu qui les appro- 
prient k notre usage, qui les rendent utiles a la satisfaction de 
no6 besoint. Voik ce que nous devons entendre par produire ; 
c'est donner aux chases une utility qu'elles n'avoient pas. Quel 
que soit notre travail, s'iln'en resulte point d'utilit^, il est in- 
fructeux ; s'il en resulte, il est productiff'-^^Elemens d'ldeo* 
logic, Tom III. p. 162.) 

♦ The writer of an article in the Quarterly Review, (No. 60, 
Art. 1.) contends that the earth is a source of wealth, because 
it supplies us with the matter of commodities. But this, it is 
K>bvious, is just the old error of the Economists repoduced in a 
somewhat modified shape. It would, in truth, be just as correct 
to say, that the earth is a source of pictures and statues, be- 
cause it supplies the materials made use of by painters and 
statuaries, as to say, that it is a source of wealth, because it 
supplies the matter, of commodities. 

1 
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ter is sufficient. In the vast majority of ca^s^ la- 
bour is required not only to appropriate it, but ako 
to convey it from place to place, and to give it that 
peculiar figure and shape, without which it may be 
totally useless, and incapable of either ministering to 
our necessities or our comforts. The oobI used in 
our fires is buried deep in the bowels of the earth, 
and is absolutely worthless until the labour of the 
miner has extracted it from the mine, and brou^t 
it into a situation where it can be made usc^ of» The , 
stones and mortar of which our houses are built, and 
the rugged and shapeless materials from which the 
various articles of convenience and ornament with 
which they are furnished have been prepared, wiere^ 
in their original state, alike destitute of value and 
utility. And of the innumerable variety of animal, 
vegetable, and mineral products which form the ma- 
terials of our food and clothes, none were originally 
serviceable, while many were extremely noxicMis to 
man. It is his labour that has given them utility, 
that has subdued their bad qualities, and made them 
satisfy his •wants, and minister to his comforts and 
enjoyments. ** Labour was the first price, the ori- 
^nal purchase-money that was paid for all things. 
It was not by gold or by silver, but by labour, that 
all the wealth of the world was originally purchase d.* 

Kwe observe the progress, and trace the history / 
of the human race in different countries and states 
of society, we shall find that «their comfort and hap- 

♦ Wealth of Nations, Vol. I. p. 44, 8v<r. edit. 
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pitaess have bean always very nearly {Nx^poitioned to 
the power which they possessed of renderii^ their 
labour eflfective in appropriating the raw products of 
iM^ture, and in fitting and adapting them to their 
useT' The savage, whose labour is confined to the 
gathering of wild fruits, or to the picking up of shell- 
fish on the sea coast, is placed at the very bottom of 
the scale of civilization, and is, in point of comfort, 
decidedly inferior to many €f the lower animals. 
The Jirst step in the pn^ress of society is made 
when man learns to hunt wild animals, to feed him^ 
self with their flesh, and to clothe himself with thek 
duns. But labour, when confined to the chace, is 
extremely barren and ui^roductive. Tribes of hun* 
ters, like beasts of prey, whom they are justly said 
to resemble closely in their habits and modes of 
subsistence, are btit thinly scattered over the surface 
of the countries which they occupy ; and notwith- 
standing the fewness of their numbers, any unusual 
deficiency in the supply of game never fails to re- 
duce them to the extremity of want. The second 
fatep in the progress of soiciety is made, when the 
tribes of hunters and fidiers learn to apply their 
labour, like the ancient Scythians and modem 
Tiurtars, to the dOmestiioation of wild animals and 
the rearing df flocks. The subsistence of herds- 
men and shepherds is much less precarious than 
that of hunters, but they are almost entirely dei^ 
titute of all those comforts and el^;ancies whidi 
give to civilized life its chief value. The third and 

most decisive step in the progress of civilization — ^in 
11 
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the gpe«t luft of produeki^ the neoeMoies aad con* 
Teniences of life — is made when the wandering tribes 
of huDt^ra and shepherds renonnce their migtatory 
habits^ and beccuase agricukurists and manafiMAaMrai 
It is then, prop^ly speaking, that ummii, shaking off 
that indolence which is natural to kin^ begina fnily 
to avafl himself of his productive poweri. He then 
becomes laborimis, and, by a necessary eonseqiMiice, 
his wants are tjien, for the first time, fully supplied, 
and he acquires an extensive command over the 
articles necessary for hk comfort as well as his sob* 
sistencew 

The importance of labour in the production of 
wealth was very clearly perceived both by Hobbes 
and Locke. At the commencement of the S4di 
chi^er* of the Leviathan^ pnUidied in 1601, 
Hobbes says, *' The nutrition of a cmunonweahh 
ccmsisteth in the plen^^ and distribution of mattrkds 
conducing to life. 

<* As for the [denty of matter, it is a thing Inhited 
by nature to those commodities which, from (the two 
breasts of our common mother) land and sea^ Qei 
usually either freely giveth, or for labour seHeth to 
mankind. 

^* For the matter of this nutriment, consisting in 
animals, vegetaUes, minerals, Ood hath freely laid 
them befoire us, in or near to the face of the earth ^ 
so as there needeth no more but the labour and in-i 
dustry of receiving them, insomuch that plenty 

* Of the Nulritian and Procreation of a Cornnxmnfealth, 

E 
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d^tendeth (next to God's ftvour) on Uke labour ai^ 
industry o/man.*^ 

Bnt Mr Locke had a much clearer apf^rehension 
of dkis doctruie. In his Essen/ on Civil Govern- 
menty puUisbed in 1689> he has entered into a 
lengthened, discriminating, and able analysis to show 
that it is from labour that the products <^ the esrth 
derive ahnost all their value. '* Let any one con- 
sider/' says he, ** what the diflference is between an 
acre of land planted with tobacco or sugar, sown 
with wheat or barley, and an acre of the same land 
lying in common, without any husbandry upon it, 
and he will find that the improvement of labour 
makes the far greater part of the value. I think it wilt 
be but a very modest computation to say, that of the 
products of the earth useful to the 1^ of man, nme- 
tenths are the e&ots of labour ; nay, if we will right- 
ly consider thii^ as they come to our use, and cast 
up the several expences about them, what in them is 
purely owing to nature, and what to labour, we shall 
find, that in most of them ninety-nine hundredths 
are wholly to be put tm the account of labour. 

'^ Th^e cannot be a clearer demonstration of any 
thing, than several nations of the Americans are of 
this, who are rich in land, and poor in all the com- 
forts of life ^ whom nature have furnished as liberally 
as any other people with the materials oi plenty ; 
i.e.2L Jfruitfiil soil apt to produce in abundance what 
might serve for food, raiment, and delight ; yet for 
want of improving it Inf labour, have not one hun- 
dredth part of the convenimces we enjoy ; and the 
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kmg of a large and fruitful territory tifere feeds, 
lodges, and is worse clad than a day4aboura: in Eng- 
land. 

** To make this a liitie clear, let usrbnt trace some 
of the ordi^iry provisions of Ufe through their seve- 
ral progreisees, before they come to our vae, and see 
how much of their value they receive from human 
industry. Bread, wine, and cloth, are things of daily 
use, and great plenty ; yet, notwithstanding, acorns, 
water, and leaves, or skins, must be our bread, drink, 
and clothing, did not labour furnish us with diese 
more useful commodities ; for whatever bread is 
more worth than acorns, wine than water, and doth 
or silk than leaves, skini^ or moss, that is solely ow- 
ing to labour and industry ; the one of these being 
the food and raiment which unassisted nature fur- 
nishes us with ; the other provisions which our in- 
dustry and pains prepare for us ; which how much 
they exceed the other in value, when any one hath 
computed, he will then see how much labour mi&es 
the far greatest part of the value of things we enjoy 
in this world ; and the ground which produces the 
materials is scarce to be reckoned on as any, or, at 
most, but a very small part of it ; so little, that even 
amongst us, land that is wholly left to nature, that 
hath no improvement of pasturage, tillage, or plant- 
ing, is called, as indeed it is, waste ; and we shall 
find the benefit of it amount to little more than no* 
thing. 

" An acre of land that bears here twenty bushels 
of wheat, and another in America, which, with the 



Digitized 



by Google 



68 LABOUR THE ONLY 

SBxae husbandly, would do the like, are^ svitiiout 
doubt, of the same natural intrmsie value (utiKty.) 
But yet, the benefit mankind receives from the one 
in a year is worth L.5, and from the other possibly 
not worth (me penny ; if all the profits an Imikm re^ 
ceived from it were to be valued and sold hftEe»8t;least, 
I may truly say, not ^^^^^.-r^'Tis labour, the% wind 
puts the greatest part of value upon laud, m&ottt 
which it wouid scarcebf be worth any thing : 'Tis 
to that we owe the greatest part of its useful pro^ 
ducts } for all that the straw, bran, bread of th^ 
acre of wheat, is more worth than the product of aa 
acre of good land, which lies waste, is all the e^t 
of labour. For 'tis not merely the ploughman's 
pains, the reaper's and thrasher's toU, and the 
baker's sweat, is to be counted into the bread we 
eat, the labour of those who broke the oxen, who 
d^ged and wrought the iron and stones, who fitted 
and framed the timber employed about the (dough, 
mill, oven, or any other utensils, which are a vast 
number, requisite to this com, from its being seed 
to be sown» to its being made bread, must all be 
charged on the account of labour^ and received as 
an efifect of that. Nature and the earth furnishing 
only the almost worthless materials as in themselves. 
— 'Twould be a strange catalogue of things that 
industry provided and made use qf about every haf 
of bready before it came to our use, if we could trace 
them. Iron, wood, leather, barks, timber, stone, 
brick, coals, Ume, cloth, dyeing-drugs, pitch, tar, 
masts, ropes, and all the materials made use of in 
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the ship diat bnmght away the commo^tiefl made 
use nf by afty of the workmen, to any part <rf* the 
work i m31 which, it would be almost impossiUe, at 
least too long to redcon up/'^ 

Had Mr Lod:e earned his analysis a little fiir* 
ther, he could not hare £uled to perceive that neither 
witfer, leaves, skins, nor any of the spontaneous 
{ffodn^ons of nature, have any value, except what 
they owe to the labour required to appropriate them. 
The vahie of water to a man placed on the bank (^ 
a river depends on die labour necessaiy to raise it 
from the river to his lips ^ and its value, when car- 
ried ten or twenty miles off, is equally d^endent on 
the labour necessary to convey it there. All the 
rude products, and all the productive powers and 
capacities of nature, are gratuitously offered to man. 
Nature is not niggardly or parsimonious. She nei- 



* Of Civil Government, Book II. § 40, 41, 42, and 43. 
This is a very remarkable passage. It contains a fietr more 
distinct and comprehensive statement of the fundamental doc« 
trine, that labcmr is the constituent principle of value, than is to 
be found in any other writer previous to Dr Smith, or than is to 
be found even in the Wealth of Nations, But Mr Xiocke does not 
seem to have been sufficiently aware of the real value of the 
principle he had elucidated, and has not deduced from it any 
important practical conclusion. On the contrary, in his tract 
on Raising the Value qf Money, published in 1691, he lays 
it down broadly that all tipcesj howsoever imposed9 must ulti* 
msAdjJall OH th^ land; whereas, it is plain he ought, consist- 
ently with the above principle, to have shown that they would 
Ml, not exclusively on the produce of land, but generally on 
produce qf industry, or on all species of commodities. 
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ther demands nor receives an equivalent for her 
favours. An object which it does not require any 
portion of labour to appropriate or to adapt to oinr 
use, may be of the very highest utility ; but, as it 
is the free gift of nature, it is utterly impossiUe it 
can be possessed of the smallest value. ^ 

** Si je retranche/' to use a striking illustration 
of this doctrine given by M. Canard, *^ de ma montre, 
par la pensde, tons les travtoix qui lui ont et/k sue* 
cessivement appliqu^, il ne restera que quelques 

* Bishop Berkeley entertained very just opinions respecting 
the source of wealtL In his Querist, published in 1735> he 
asks^ — ^^ Whether it were not wnmg to suppose land itself to 
be wealth ? And whether the Industrie of the people is not first 
to be considered^ as th^t which constitutes wealthy which 
makes even land and silver to be wealthy neither of which 
would have any value^ but as means and motives to industry? 

'^ Whether^ in the wastes of America^ a man might not pos- 
sess twenty miles square of land^ and yet want his dinner^ or 
a coat to his back." — Querist, Numbers 38 and 39. 

M. Say appears to think {Discours Preliminaire, p. 37.) 
that Galiani was the Jirst who showed^ in his treatise Delia 
Moneta, published in 17^0, that labour was the only source 
of wealth. But the passages now laid before the reader 
prove the erroneousness of this opinion. Ghdiani has enter- 
ed^ into no analysis or argument to prove the correctness of 
his statement ; «ad, as it appears from other parts of his werk^ 
that he was well acquainted with Mr Locke's Tracts on Money, 
a suspicion naturally arises that he had seen the Essay on 
Civil Government, and that he was really indebted to it 
for a knowledge of this principle. This suspicion derives 
strength from the circumstance of Galiani being still less 
aware than Mr Locke of the value of the discovery.—- See 
Tratiato Delia Moneta, p. S9, ediz. 1780. 
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gmns de inin<^ places daus rinterieur de la torre 
dWon leaa tir^s, et oa ils B'ont aiicuoe valeur« De 
vi&m^ si je decompose le pain que je mange, et 
que j'en r^;ranche suoceasivement tous les trayaux 
suGciessifs qu'il a re9us, il ne restera que quelques 
tiges d'herbes graminees, eparses dans des deserts 
incultesy et sans aucune valeur/' * 

It is to labour, therefore, and to labour only, that 
man owes every thing possessed of exchangeable va- 
loe. Labour is the talisman that has raised him 
from the condition of the savage-— that has changed 
t}ie desert and the forest into cultivated fieldsr^— that 
has covered the earth with cities and the ocean 
with ships — that has given us ptenty, comfort, and 
ele^nce, instead of want, misery, and barbarism. 

This fundamental principle once established, rT] 
necessarily follows, that the great practical problem 
involved ia that part of the science of Political Eco- 
nomy which treats of the production of wealtb, must 
resolve itself into a discussion of the means whereby 
labour may be rendered most efficient, or whereby 
the greatest amount of necessary^ useful^ and rfe- 
sirable products maybe obtained with the least pos-^ 
sible quantity of labour. Every measure that has 
any tendency to add to the power of labour, or to 
reduce the cost of the commodities produced by 
its agency, must add proportionaUy to our power of 
obtaining wealth and riches ; while every measure or 
regulation that has any tendency to waste labour, or 
to raise the cost of producing commodities, nuist 

* Principes d'Economie Politique, p. 6. 
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equally lessen this powerD This, then, is the simple 
BXid dedsire test by which we are to judge of die ex- 
pediency of every measure afiBooting the wealth of the 
country, and of the value of every invention. If 
they render Isboar more productive— if they have a 
tendency to reduce the exchangeable value of com- 
modities, to render them more easily obtainable, and 
to bring them within the command of a greater por- 
tion of society, they must be advantageous $ but if 
their tendency be different, they must as eertttnly be 
disadvantageous. Considered in this point of vieW) 
that great branch of the science of Political Econo- 
my which treats of the production of wealdi, will be 
found to be abundantly simple, and eainly understood. 
Labour, according as it is applied to the raising of 
raw produce — to the fashioning of that raw produce, 
when raised, into articles of utility, convenience or 
ornament— or to the conveyance of raw and wrought 
produce from one country and place to another — is 
said to be agricultural, manufacturing, or commercial. 
An acquaintance with the particular processes, and 
most advantageous methods, of applying labour in 
each of these grand departments of industry, forms 
the peculiar and apprc^riate study of the agricultu** 
rist, manufiicturer, and merchant. It is not consist- 
ent with the objects of the political economist to en- 
ter into the details of particular businesses and profes- 
sions. He confines himself to an investigation of 
the means by which labour in general may be ren-^ 
dered most productive, and how its powers may be 
increased in all the departments of industry. 
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SBCTieN 11. 

Metms by which the Prodvctive Powers of LtAour are iucreas- 
ed — 1. Security of Property* — 2. Division qf EmpUjyw^ads 
among Individuals,^-^* Accumulation and Employment of Ca^ 
pital, — 4. Division of Employments among Different Coun- 
tries, or Commerce — ^Money, 

I — 

' The mostcardessandinattentiveobserverof thepro- 
gress of mankind from povorty to affluence must have 
early perceived that there are three circumstances, 
without whose conjoint existence andco-operationthey 
could never have emerged from barbarism. The 
Jirst, and most indispen^ble, is the security of pro- 
perty^ or a lively and well-founded conviction in the 
mind of every individual that he will be allowed to 
dispose at pleasure of the fruits of his labour. The 
s^mtd is the introduction of exchange or barter, and 
the consequent appropriation of particular individuals 
to particular employments. And the third is the 
accumulation and employment of the produce of 
previous labour, or, as it is more commonly termed, 
of capital, or stock. All the improvements that 
have ever been made, or that ever can be made, in 
the great art of producing the necessaries, comforts, 
and conveniencies of human life, must be classed un- 
der some one or other of these three heads. It is, 
therefore, indispensable that principles, so import- 
ant, and which lie at the very bottom of the science, 
should be well understoodT] 



^ 
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I. Security of Property. — Security of property 
is the first and most indispensable requisite to the pro* 
duction of wealth. Its utility in this respect is, in- 
deed, so obvious and striking, that it has been more 
or less respected in every country, and in the earliest 
and rudest periods of society. All have been impress^ 
ed with the reasonableness of the maxim which teaches 
that those who sow ought to be peimitted to reap- 
that the labour of a man's body and the work of his 
hands are to be considered as exclusivley his own. No 
savage horde has ever been discovered in which the 
principle of meum and tuum was not recognized. No- 
thing, it is plain, could ever tempt any one to en^ 
gage in any laborious employment — he would neither 
domesticate wild animals, nor clear and cultivate the ' 
glound, if, after months and years of toil, when his 
flocks had become numerous, and his harvests were 
ripening for the sickle, a stranger were to be allowed 
to rob him of the produce of his industry. No won- 
der, therefore, that the utility of some general re- 
gulations, which should secure to every individual 
the peaceable enjoyment of the produce he had rais- 
ed, and of the ground he had cultivated and im- 
proved, suggested itself to the first legislators. The 
author of the book of Job places those who remov- 
ed their neighbour's land-marks at the head of his 
list of wicked men ; tod some of the earliest profane 
legislators subjected those who were guilty of this of- 
fence io a capital punishment. * 



Goguet, De VOrigine des Lqix, Sfc. Tom. I. p. 30. 4to ed. 
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Dr Baley bts said that the law qf the land is the 
teal faundaticm of the right of prq>erty. But the 
obvious uHU^ of securing to each indiridual the pro- 
duce which has been raised by his industry^ has un- 
doubtedly formed the irrettstible reason which has in- 
duced ^ery people emerging from barbarism to esta- 
blish this right. It is, in truth, the foundation on 
which almost all the other institutions of society rest ; 
and Cic^o has not scrupled to affirm, that it was 
chiefly for the protection of property that ciril govern- 
ment was instituted.-— IZ^oiic enim ob causam masi' 
me^ ut sua tuerentur^ respuhUcce ctvitatesque cotu 
stitubc stmt. Nam etsi dace naiur^se^ congregabantur 
homines^ . tamen spe custodUe rerum suarum^ urbium 
pr^esidia quarebantJ^ Until property had been pub- 
licly guaranteed, men must have looked on each other 
as enemies, rather than as friends. I The idle and im- 
provident are always desirous of seizing on the earn- 
ings of the laborious and frugal ; and, if they were not 
restrained by the strong arm of the law — if they were 
permitted to prosecute their attacks — they would, by 
generating a feeling of insecurity, effectually check 
both industry and accumulation, and sink all classes 
to the same level of hopeless misery as themselves. 
The security of property is even more necessary to 
accumulation than to production. No man ever 
did or ever will deny himself an immediate gratifica- 
tion when it is within his power, unless he thinks, 
that, by doing so, be has a fair prospect of obtaining 

* De C)^cm, Lib. ii. cap. 21. 
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a greater accession of comfoirts and eB|oyiiieiits, or of 
avoiding a gteMer eril at some iuture periods Where 
the right of property is vigilantly protected, an m^ 
dustrioas man, who produces as much by one day'9 
labour as is sufficient to maintain him two days« 
does not lie idle the second day, but accumulates 
the surplus produce above his wants as a ca^tal ; the 
increased consajuence and enjojrments which the pos* 
session of capital brings along with: it, being, in the 
great majority of cases, more than sufficient to cquii-» 
terbalance the desire of immediate gratification. But, 
wherever property is insecure, we look in vain &t 
the operation of the princijde of accumulation. ^* It 
is plainly better for us,'' is then the invaridide lan^ 
guage of the people, ** to enjoy while it is in our 
power, than to accumulate property which we shall 
not be permitted to use, and which will either expose 
us to the extortion of a rapacious government, or to 
the unrestrained depredations of those who exist only 
by the plunder of tli^ir more industrious neighbours^V 
But tibe security of property is not violated merely 
when a man is deprived of the power of peaceably en- 
joying the fruits of his industry ; it is also violated, 
and perhaps in a still more glaring aud unjustifiable 
manner, when he is prevented from using the powers 
with which nature has endowed him, in any way, not 
injurious to others, that he considers most beneficial to 
bimselfl Of all the i^cies of property which a man 
can possess, thefacullies qfhis mind and the pollers 
of his body are most particularly his own. He ought, 
therefore, to be permitted to enjoy, that is, to use or 
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exert these powers at his discretion. ^And hence the 
rij^t of property is as muchi or more infringed upon, 
when a «ian is interdicted from ei^aging in a parti- 
eahr branch of business, as it is when he is forcibly 
berefl of the pn^rty he has produced and aeeimni- 
latedr? Every monqtoly which gives to a few indivi. 
duids the exclusive power of carrying on certain 
branches of industary, is thus, in fact, established in 
direct vicdation of the property of all other indivi- 
dmiB. It prevents th^m from using their natural ca- 
pneities or powers in the manner ndiich they might 
have considered best ; and, as every man who is not a 
slave is held, and justly held, to be the best, and, in- 
deed, the only judge of what is advtmti^eotts for htm- 
seif, the principles of natural law and the right of pro- 
perty ^re both subverted when he is excluded from 
any employment. In Uke manner, the right of pro- 
perty is violated whenever any regulation is made to 
ferce an individual to employ his labourer capital in 
a particular way. The property of a landlord is vio^ 
laited when he is compelled to adopt any system of 
cultivation, even supposing it to be really preferable 
to that which he was previously following : The pnv 
perty of the capitalist is violated when he is obl^ed to 
accept a particukr rate of interest for his stock ; and 
the property of the labourer is violated whenever he is 
obliged to employ himself in any particular occupation. 
The finest soil, the finert climate, and the finest 
intelle(!tual powers, can prevent no people from be- 
coming barbarous, poor, and miserable, if they have 
the misfortune to be subjected to a government which 
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does not respect and maintain the right of pro- 
perty. This is the greatest oi all calamities* Tbe 
ravages of civil wmt, of pestilence, and oi famine, 
may be repaired!; but nothing can enable a nation 
to contend against the deadly influence of an estdl)- 
lished system of violence and rajmie. It is the want 
of security — ^the want of any lively and welUfbunded 
expectation among the inhabitants of their being 
permitted freely to dispose of the fruits of their 
industry, that is the principal cause of the wretch* 
ed state of the Ottoman dominions, as it was 
of the decline of industry and arts in Europe dur- 
ing the middle ages« When the Turkish conquer- 
ors overran those fertile and beautiful countries in 
which, to the disgrace of the other European powers, 
they are still permitted to encamp, they parcelled 
them among their followers, on condition of their 
performing certain military services, on a plan corre- 
sponding, in many important particulars, to. the feu- 
dal system of our ancestors. But none of these 
possessions, except those which have been assigned 
to the church, is hereditary. They all revert, on the 
death of the present possessors, to the Sultan, the sole 
proprietor of all the immoveable property in the em- 
pire. The occupiers of land in Turkey, having, in 
consequence of this vicious system, no security that 
their possessions will be allowed to descend, on 
their death, to their children or l^atees, are compara- 
tively careless of futurity ; and as no one can feel any 
interest in the fate of ab unknown successor, naone 
ever executes any improvement of which he does not 
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expect to be able to reap all the advantage during 
his own life. This is the cause why the Turks are 
80 extremely careless about dieir houses* They 
never construct them of soUd or durable materials. 
And it would be a gratification to them to be assur- 
ed that they would fall to pieces the moment aftter 
they had breathed their lasrt;. Under this JxaseniAe 
government the palaces have been dialed into cot- 
tages, and the cities into villages, llie kmg conti- 
nued want of security has extinguidied the v^ spirit 
of industry, and destroyed not only the power, but 
even the desire to emeige from barbarism. * 

Had it been possible for arbitrary power to profit 
by the lessons of experi^ice, it must long since have 
p^nceived that its own wealth, as well as the wealth 
of its fflibjects, would be most e£^tually promoted 
by maintaining the inviolability of property. Were 
the Turkish gowmm^it to establish a vigilant sys- 
tem of police^-4o secure to each individual the un- 
restricted power of disposing of the fruits of his la- 
boftr — and to substitute a regular plan of taxation in 
place of the present odious system of extortion and 
tyrann;y, industry would revive, capital and popula* 



♦ Thornton s Account of the Turkish Empire, II. p. 63. 
" The Turks/* says Denon, " batissent le moins qu'ils peuvent ; 
lis ne reparcnt jamais rien : un mur menace ruine, ils Tetaient ; 
ii s'eh«ule> ce aoot quelques chambres de moins dans la maison ; 
ils s'airrangent a cote dea decombres : Tedifice tombe enfin^ i]s 
en abandonnent le sol, oii, s'ils sont obliges d'en deblayer 
Templacement, ils n'emportent le platras que le moins loin 
qu'ils peuvent — Denon, Tom. I. p. 193. 
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tion would be augmented, and nodarate dutiesi iin* 
posed on a few articka in general denuBid> would 
bring a mudi larger sum into the coffers of the trea- 
sury than all that is now obtained by force and vio- 
lence. The .stated public burdens to which the 
Turks are subjected are light when compared with 
those imposed on the English, the HoUanders, or the 
Fraich. But the ktter know that when they haiire 
paid the taxes due to government, they will be per- 
mitted peaceably to enjoy or to accumulate the re- 
mainder of their earnings ; whereas the Turk has 
no security but that the ne3ct moment after he has 
paid his stated contribution, the Pacha, or one of his 
satellites, may strip him of every additional farthing 
he possesses ! Security is the foundation — the prin- 
cipal element in every well digested system of finance. 
When maintained inviolate, it enables a country to 
support, without much difficulty, a very heavy load 
of taxes; but where there is no security— where 
property is a prey to rapine and spoUatioa — ^to the at- 
tacks of the needy, the powerful, or the profligate**— 
the smallest burdens are justly regarded as oppressive, 
and uniformly exceed the means of the impoverished 
and spiritless inhabitant. 

Mr Brydone states, that it was customary for those 
intelligent Sicilians, with whom he had any conver- 
sation respecting the natural riches of their celebrat- 
ed island, and its capacity of improvement, to ob- 
serve, — ** Yes, if these were displayed, you would 
have reason, indeed, to speak of them. Take a look 
of these mountains, they contain rich veins of every 
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metal, and many of the Roman mines still remain. 
But to what ^nd should we explore them ? // is 
not we iliat should reap the profit. Nay, a disco* 
very of any thing very rich might possibly prove the 
ruin of its possessor. No, in our present situation, 
the hidden treasures of the island must ever remain 
a profound secret. Were we happy enough to enjoy 
the blessings of your constitution, you might call us 
rich, indeed. Many hidden doors of opulence would 
then be opened, which now are not even thought 
of, and we should soon reassume our ancient name 
and consequence.*' * 

The Jews have been supposed to afford an instance 
of a people, whose property has been long exposed to 
an almost uninterrupted series of attacks, and who 
have, notwithstanding, continue to be rich and in- 
dustrious. But when rightly examined, it will be 
found that the case of the Jews forms no exception to 
the general rule. Theabsurd prejudices withwhichthe 
Jews have been almost universally regarded, had long 
the effect to prevent their acquiring any property in 
land, and have excluded them from participating in the 
funds of the charitable institutions of the different coun- 
tries among which they are scattered. Having, there- 
fore, no adventitious support on which to depend, in 
the event of their becoming infirm or destitute, they 
had a powerful additional motive to save and accu- 
mulate y and being excluded from agriculture, they 
were of necessity compelled to addict themselves to 



Tour in Sicily and Malta, p. 381. 
F 
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comm^ee and the arts. In an age nvhen <lie mer- 
cantile profession was generally looked upon as mean 
and sordid, and when, of course, they had eorapara- 
tively little competition, they must hare made coniK 
derable profits ; bat these have been very greatly ex^ 
aggerated. It was natural that those who were in- 
debted to the Jews should rq>resent their guns as en- 
ormous; for this inflamed the existing prejudices 
against them, and a&rded a miserable pretext for de- 
frauding them of their just claims. There are a few 
rich Jews in most of the large cities of Europe ; but 
the majority of that race have ever been, and still are, 
as poor as their neighbours. 

Let us not, therefore, deceive ourselves by su[^os- 
ing that it is possible for any people to emerge from^ 
barbarism, or to become wealthy, prosperous, and ci- 
vilized, without the security of property. Security is 
indispensably necessary to the successful exertion of 
the powers of industry. Where it is wanting, it is 
idle to expect either riches or civilization.^ 

* " Ce n*est que la ou les proprietes sont assur^s^ ou Femploi 
des capitaux est abandoime auchoix de ceux qui les possedent; 
ce n'est que la dis-je, que les particuliers seront encourages a se 
BQumettre aux privatioiis les plus duves pour campenser par leurs 
epargnes les retards que la profusion du gouyemement peut ap- 
porter aux progr^s de la richesse national. Si I'Angleterre, mal- 
gre ses guerres ruineuses^ est parvenue a un haut degre d'opu- 
lence : si malgre les contributions enormes dont le peuple y est 
charge, son capital est pourtant accrue dans le silence par I'econo- 
mie des particuliers, il ne faut attribuer ces effets qu'a la liberte 
des personnes et a la surete des proprietes qui y regnent, plus 
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RaaaaeaAi amd some other sentimental writers 
lunre made an ol]^eetion to the institution of the 
right 4)f prppertyt which has been, in some mea- 
snre, sanctioned by the Marquis Beccaria, and the 
Ahh6 MaUy. ^ They allow that the seeurity of 
pix)f)erty is advantageous £ar those who possess it ; 
but they contend, that it is disadvantageous for those 
who are poor and destitute. It has condemned, 
they affirm, the greater portion of mankind to a staie 
of misery, and has provided for the exaltation of 
the few by the depression of the many ! The so- 
phistry of this reasoning is so apparent, as hardly to 
require to be pointed out. The right of prqierty 
has not made poverty ^ but it has made wealth. Pre- 
nously to the institution of this right, those nations 
which are now most civilized, were sunk to the same 
l^ysel of wretchedness and misery as the savages of 
New Holland and Kamtschatska. All classes have 
been benefited by the change ; and it is mere error 
and delusion to suppose that the rich have been bene* 
fited at the expence of the poor. The institution of 
the right of property gives no advantage to any one 
man over any other man. It deals out justice im- 
partially to all. It does not say, labour, and I shall 
reward you ; but it says, " labour, and I shall take 
care tiiat none shall be permitted to rob you of ike 

que dans aucun autre pays de TEurope, la Suisse except^." 
(Storch, Cmrs d'Ecorumie Politique, Tom I. p. 260.) 

* Speaking of theft, Beccaria calls it, '^ II delitto di quella 
infelice parte di uomini, a cui il diritto diproprietd Cterribile, 
eforse non necessario diritto,) non ha lasciato, che una nuda 
essistenza" — Dei Delitti e delle Pene § 22. 



Digitized 



by Google 



84 SECURITY OF PROPERTY. 

produce of your eo'ertions.*' The institution of 
the right of property has not made all men rich, be^ 
cause it could not make all men fortunate, frugal, and 
industrious. But it has done more than all die other 
institutions of society put together to produce this ef- 
fect* It is not, as it has been sometimes ignorantly or 
knavishly represented, a bulwark thrown up to pro-^ 
tect and secure the property of a few fttvourites of 
fortune. It is a rampart raised by society against 
its common enemies— i^nst rapine and violence, 
plunder and oppression. Without its protection, 
the rich man would become poor, and the poor man 
would never be able to become rich — all would sink 
to the same bottomless abyss of barbarism and po^ 
verty. " It is the security of property,'* to use the 
just and forcible expressions of an able writer, ^* that 
has overcome the natural aversion of man from labour^ 
that has given him the empire of the earth, that bm 
given him a fixed and permanent residence, that has im- 
planted in his breast the love of his country and of pos^ 
terity. To enjoy immediately — to enjoy without lap 
hour, is the natural inclination of every man. This 
inclination must be restrained ; for its obvious tenden- 
cy is to arm all those who have nothing againirt those 
who have something. The law which restrains this ii^ 
clination, and which secures to the humblest individual 
the quiet enjoyment of the fruits of his industry, is the 
most splendid achievement of legislative wisdom — the 
noblest triumph oT which humanity has to boast."^ 

* Bentham^ Traite de legislation, Tome II. p. 37- 
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' II. Division of Employments among Indivi- 
OUALS.*— The division of employmeuts can only be 
imperfectly estal[dy[ied in rude societies, and thinly- 
peopled countries. But in every state of society — 
in the rudest, as well as in the most improved — ^we 
can trace the operation and effects of this principle. 
The various talents and propensities with which, 
men are endowed, fit them for different occupa- 
tions ; and a regard to mutual interest and conve** 
ni^ice naturally leads them, at a very early period, 
to establish a system of barter and a separation of em- 
ployments. Each individual finds that he can obtain a 
gprei^r quantity of all sorts of commodities by devoting 
himself tosome particular business, and exchanging his 
sutplas produce for such parts of the produce of other 
people's labour as he may have occasion for and they 
may be disposed to part with, than if he had attempted 
directly to produce all the articles which he consumes. 
As society advances, the division of employments be- 
cmnes more imd more extended. One man becomes 
a tanner, or dre^sser of skins ; another, a shoemaker ; 
a third, a weaver ; a fourth, a house^carpenter ; a 
fiA^, a smith, and so on : and each endeavours to 
dAHwate and bring to perfection whatever talent or 
genius he may possess for the species of industry in 
whieh be is engaged. The wealth and comforts of 
dil classy are, in consequence, prodigiously augment- 
ed. In a country where the division of labour, has 
been carried to a con^Lderable extent, agriculturists 
are not obliged to spend their time in clumsy at* 
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tempts to manufacture their own produce f and iha- 
nufacturers cease to interest themselves dixmt the 
raising of corn and the fattening of eattle. The fi^ 
cility of exchanging is the vivifying prineiple of in- 
dustry. It stimulates agriculturists to adopt the 
best system of cultivation and to raise the largest 
crops, because it enables them to exchange whatever 
portion of the produce of their lands exceeds their 
own wants for other commodities contributing to 
dieir comforts and enjoyments ; and it equally sti« 
mulates manufacturers and artists to increase the 
quantity and to improve the quality of their goods, 
that they may thereby be enabled to obtain a greats 
er supply of raw produce. A spirit of industry id 
thus universally diffiised; and that apathy and lan^ 
guor, which is characteristic of a rude state of society, 
entirely disappear. 

But it is not the mere facility of exchanging, or 
the circumstance of being able to barter the sur- 
^tts produce of our own labour for such parts of the 
surplus produce of other people's labour, as we may 
^be deshrout of obtaining and they may chooee to 
part with, that renders the separation of employ* 
"ments of the greatest advantage. 'T1^ introduction 
of barter and the division of labour not only ^laUes 
each individual to addict himself in prefei^nce to 
those departments whidi suit his taste and disposi- 
tion, but it also makes a very large addition to the 
effleady of his powers, and enables him to produce a 
much gtfiBiet quantity of commodities than he eould 
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liate dooe had he ei^age4 iu^kcriminatdy m dif- 
ferent emj^kymwte} Dr Smitb,^ who has treated 
this subjeet 'm the sdost masterly maaoer, has classed 
the circiiBk^taiw^es which conspire to increase the pro- 
diu^tive powers of industry, when labour is divided, 
und^ the following beads: — First, The increase 
of the skill and dexterity of each workman ; second, 
the saving of time, which is commoidy lo«t in passing 
from one employment to another ; and, thirds die 
circumstance o£ the division of employments having 
a tendency to facilitate the inventicm of machines and 
processes for abridging and saving labour. A few 
observations on eaoh of these heads are si^joined* 

1^/, With respect to the i^nprovetnent qf the skiil 
and dexterity qf the labourer: — It is sufficiently 
plain, that when a pers€si's whole ati^ntion is devoted 
to one branch of busmess, when all the oneirics of 
his mind and the powers of his body are made to 
converge, as it were, to a single point, he must at- 
tain to a degree of proficiency in that particular 
branch, to which no individual engaged in a variety 
of occupations can be expected to reach. A pecu-^ 
liar play of the muscles^ or sleight qfhand, is news^ 
sary to perform the amplest operation in the best 
and most expeditious manner ; and this can only be 
acquired by habitual and constant practice. Dr Smith 
has giv^n a striking example, in the case of the nail- 
manufacture, of the extreme difference between 
training a workman to the precise occupation in 
which he is to be employed, and training him to a 
similar and closely allied occupation. " A common 
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smith," says he, ^* who, though accostemed to batidle 
the hammer, has never been used to m^e nailS) if, 
upon scmie particidar oocasitm, he is obliged to at- 
tempt it, will scarce, I am assured, be aUe to mzisB 
above two or three hundred nails in a day, and th^e 
very bad onas. A smith who has been accustomed 
to make nails, but whose sole or principal Imimi^is 
has not been that of a nailer, can seldom, with his 
utmost diligence, make more th^i eight hundred or 
a thousand nails in a day. But I have seen serertil 
boys under twenty years of age, who liad never exi- 
ercised any other trade but that of making nails, 
who, when they exerted themselves, could make, 
each of them, upwards of two thousand three, hun- 
dred nails in a day;*** or neariy three times the 
number of the smith who had been accustomed to 
make them, but who was iM)t entirely devoted to that 
particular business ! 

iid^ The effect of the diWsion of labour in. prevent- 
ing that waste of time in moving from one empk^ 
ment to another^ which must always take place when 
an individual is engaged in different occup^ons, is 
even more obvimis than the advantage derived* from 
the improvement of the skill and dext^ity of the.ia* 
bourer. When the same individual carries on diSkr^^ 
ent employments, in different and perhaps distftnt 
places, and witli difierent sets of tools, it is plaialy 
impossible he can avoid losing a considerable portion 



* Weallh ofNaiions, I. p. 12. 
4 
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of time in pasMg betireen tkem. If the different* 
btiaiiiefises in whieh a labourer is to be engaged oouhl 
be carried on m the same workshop, the loss of time 
wottld be less, but erven in that case it would be ccm- 
sidemble. ** A man/' as Dr Smith has justly oh- 
served, ** commonly saunters a little in dianging 
£roBi one Imsmess to another. When he first begtn$ 
hb woiic, he is seldom keen or hearty ; his mind is 
said not to go along with it, and for some time he 
rather trifles l^an applies himself in good earnest. 
Theludiiit of sauntering and of indolent and careless- 
application, which is naturally, or rather necessarily 
acquired by every country workman, who is obliged 
to change his wwk and his tools every half hoar, and 
to apfdy his hand in working drfl^rent ways almost^ 
ev^y dAy of his life, renders him almost always' 
slothful and lazy, and incapable of any vigorous ap- 
I^ication, even on the most pressing occasion. In- 
dependent, therefore, of his deficiency in point of 
dexterity, this cause alone must always reduce con»^ 
derably the quantity rf work whieh he is capable df 
performing.^ 

3i/, With regard to the efkct of the diviiston of 
employments in faciiitating the invention of ma- 
ckineSj and processes for abridging and saving la^ 
hour J it is obvious that those engaged in any branch 
of industry must be more l&ely to discover easier 
and readier methods for carrying it on, when the 

* Wealth of Nations, I. p. 14. 
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whole atteotjon of their nunds is deT<M;ed eKcliiaively 
to it, than if it were disaipatdd ^Ho^og a vari^jr of 
otigects. But it is a mistake to suppose^ as has beea 
smnelimes done, that it is the inventiTe genius of 
workmen and artificers only that is whetted aild im« 
proved by the division of labour* As society ad« 
yancesy the study of particulfur branches of soiancey 
and of philosophy, becomes the principal or sole 
occupation of the most ingenious men* Chemistry 
becomes a distinct science from natural philosophy ; 
the physical astronomer separates himself from the 
agronomical observer, the political economist from 
the politician, and each meditating exclusively, or 
principally, on his peculiar depaitmmt of science^ 
attains to a degree of proficiency and expertness in it 
to which the general scholar seldom ot never reacbeis. 
And hence, in labouring to promote our owtk enda^ 
we all necessarily adc^t that precise course Whieh 
is most advantageous to all. Like the difierent parts 
of a welUconstructed engine, the inhabitants <^ a ci- 
vilized country are all mutually dependant on, and 
connected with each other. Without any previous 
concert, and obeying only the powerful and steady 
impulse of self-interest, they universally conspire to 
the same great end ; and contribute, each in his 
re^ective sphere, to furnish the greatest possible 
supply of necessaries, luimries, conveniences, and en- 
joyments* 

But it is necessary to observe, that the advantages 
derived from the division of labour, though they may 
be, and in fact are, partially enjoyed in every coun- 
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try and state of sodety, cm only be (Carried to dieir 
All extent, whore there in a great power of exdbang- 
fl^, or an extensive market. There are an h&iite 
variety of employments which cannot be separately 
cianried on out of the precincts of a laige city ; and^ 
in all cases, the dirkioh becmnes more perfect^ ao^ 
eevdno^ as the denand for the produce is extaad- 
ed* It k stated by Dr Smith that ten labouret^ 
^fmployed in different departments in a {nn ma- 
nufactory can produce 48,000 pins a day; but it 
ia evident that if the demand Was not sufficient 
ly extensive to take off this quantity, ten men 
oonld not be cointantly employed in the pin^maldng 
Inonhgiess ; and the division o( employments could 
kiot, of course, be carried so far* The same f»in- 
oiple holds universally. A cotton mill could not be 
constructed in a small country which had no inter- 
course with its neigbours. The demand and com- 
petition of Europe and America have been necessary 
to cattf the mana&ctures tof Glasgow, Manchester, 
sBd Birmingham, to thdr present state of imi»t>ve- 

The effect of the division of labour in inct^aif- 
ing the quantity and perfection of the products of 
jndastry had bem noticed by several of the writers 
who preceded Dr Smith, and especially by Mr Har- 
ris and M. Tuigot But nehher of these writers 
did what Dr Smith has done* None of them hais 
ftdly traced its operation, or shown that the power of 
«^aging in diflS^rent employments depends on the 
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power of exchanging ; and that, consequently, the 
advantiges demed from the division of kbour are 
necessarily dependent upon^ and regulated by, the 
extent of the market. This is a principle of very 
great importance, and by estdbiishing it Dr Sakh 
died a new light on the whole science, and laid the 
foundation of many important practical conchtsionSk 
*^ Pr^nt6e de cette manidre," says M. Storch, 
^ l'id6e de la diviiion du travail 6toit abs(Jument 
neuve ;* et Peffet qu'elle a fait sur tes contemponuos 
de Smith, prouve bien qu'elle I'etait r^ellement poor 
e4x. Telle qu'elle se trouve indiqu^ dans les pas^ 
sages que je viens de citer, die n'a &it iucune iai«> 
pression. Developpee par Smith, cette id^e a d'abord 
sam tous ses lecteurs ; tous en cmt senti la verity* et 
rimportance ; et oela sufit pour lui en assurer tout 
rhonneur, lors mdme que son genie eut ^ guide pat 
les indications de ses devaiicters." * 

HI. Accumulation and £mploym£N1: of. Capi- 
tal. — The oq>ital of a country may be defined to lie 
that portion of the produce qf industry existing m 
itf which can be madeniitsCTLr axmhbkf either to 
the support qf human existence^ or to the faeilir 
toting of production. This definition difiers from 
:diat given by Dr Smith, and which has been adopted 
by most other ecmiomists. The whole produce .of 
industry belonging to a country is said to form ite 
stock ; and its capital is supposed to consist of that 

* Tome IV. p. 9. 
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portkm only of its sto^ which is iemploy^; in the 
fiew of produciag some species of oomjisaodities : The 
other .poition of the stock of a country, or that ,whicfa 
is employed, to inaintaiQ ite inhabitants, without opy 
immediate view to production, has been d^nominafa^ 
fbs rmmmej and. is not suj^sed to .c<»^ribute/iny 
^ung to the increase of its wealth* , These distil^ 
li<ms seem ^ rest on no good foupdation. Portipa^ 
of stock employed without any immediate view to pro^ 
duetioQ are oftai by far the most productive* The 
stock, for example, that Arkwright and Watt, emr 
j^oyed in thek own consumption, and without w^ich 
t^y could not have subsisted, was. laid (Hit- as ^^ 
«^ue ; and yet it is quite certain that it contributed 
infinitely more ts^ increase their own wealth, as weU 
as that of the country, than any. equal qmai^tity 
of stock expended cm die artisans .in tl^ir service. 
It is always extremely difficult to say when any 
portion of stock is, or is not, productively employe4 ; 
iand any definition of c^tal which involves the de- 
termination of this point, can serve only to embarrass 
and obscure a subject that is otherwise abundantly 
simple. \ In our view, of the matter, it is enough to] 
constitute an article capital, if it can either directly 
cmitribute to the support of man, or assist him in 
appropriating or producing connnoditi^ It may 
pot, it is true, be employed for either ofthese pmv 
p<^ses ; but the. question. with respect to the mode. of 
employing an artide ought certainly to be held to 
be, what it obviously is, perfectly distinct from the 
question, whether that article is capital. For^ ^ny 
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tUng tluit we caa aprUri knevir to the oonlnry, n 
hcMrse yoked to a gcBlleiiuui'fi eoaeh may be jut aspm* 
doetively employed as if he were yoiked toa farewer'a 
dray ; though it is quite plain that, ^^^taner difiei^ 
enoe may really obtwi in the two eases, the idet^ig 
of the horse is not aflfected--^e is equally possessed, 
in the one ease as in the other, of the capaeily to aa- 
sist in production ; and, so long as he possesses that 
cqiacity, he ought to h^ viewed, independently of all 
other eonsiderations, as a porti(» of the capital of 
the country. 

It is evident, on the slightest reflection, that the 
possession and employment of capital are indispensa- 
ble to the successful prosecution of idmost every q[»e- 
cies of industry. Without it no sort of labour could 
be undertaken which did not promise an dmost im- 
mediate return, and which might not be carried on 
by the hand only. (Capital comprises all the food and 
other articles applicable to the subsistence of mai^ 
and it also comprises all the lower animals, and all 
the instruments and machines, which either ape or 
may be made to assist in production. The former 
species has been denominated (mrcuUrtingj the l^er 
fixed capital. Now, it is quite obvious, that it is by 
the amount of the circulating capital of a country, or 
of the food and other articles applicable to the sub- 
sistence of man, in its possession at any given period, 
that its power to support population must be measnrt- 
ed ; and it is also obvious, that the productiveness of 
its industry must very much depend on the efficacy of 
the fixed capital, or of the tools and engines used in 
facilitating production^ The possession and employ** 
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meirt of both these descriptions erf* capital aare equally 
^netititl ; and it is only by their conjoined operation 
that wedth can be largely produced, and univier- 
SEdly diffiased. An agriculturist might have an am- 
ple supply of carts and ploughs, of oxen and horses^ 
and generally of all the instruments and animab 
used in his department of industry, but if he iv«re 
destitute of circt^/^/^ <»tpital, or of food and clothes^ 
he would not be able to avail himself of their asna- 
tance, and instead of tilling the ground, would have 
to resort immediately to some species of appropriative 
imdustry : And, on the other hand, supposing the 
agriculturist to be abundantly supplied with provi* 
sbns, what could be do without the assistapce 
of fixed capital or tools ? What could the most 
flkilfui husbandman perform if he were deprired of 
his spade uid his plough ?— a weaver if he were de- 
prived of his loom ?-*a carpenter if he were depriv- 
ed of his saw, his hatchet, and his planes ? 

The division of labour is a consequence of the pre^ 
vimis accumulation of capital) Before labour can be 
divkl^, '^ a stock of goods oH different kinds must 
be stored up somewhere, sufficient to maintain the 
kbourer, and to supply him with the materials and 
tools for carrying on his work. A weaver, for exam- 
pie, could not apply himself entirely to his peculiar 
business, unless there was beforehand stored up some- 
where, either in his own possession, or in that of some 
other person, a stock sufficient for bis maintenance, 
^xA for supplying him with the materials and imple- 
ments required to carry on his work, till he has not 



Digitized 



by Google 



96 AOCUMULATIOK AND 

only completed but sold his ymh. This acrann^ 
lion must evidently be pxevious to his applying hai)- 
^self for so long a time to a peeidiar bomness/'^ 

rks the accumulation of capital must hftYe precede 
jed the division of iabour, so its subsequent dimion 
«an only be extended as capital is more and more to 
cumulated. Accumulation and division act and je- 
;M)t on each otherj The quantity of raw mirt^eriak 
whieh the same number of people can work up ui- 
^^TMses in a great proportion, as labour comes to be 
more and more subdivided ; and acccording as the 
operations of each workman are reduced to a greater 
degree of identity and smfikitj^ he has, as already 
explained, a greater chance of discoveriiig madnofl^ 
«nd processes'for facilitating md lAridginghiaiabour* 
The quantity of industry, therefore, not only increase 
es in every country with the increase of the stock or 
oapital which sets it in motion ; but, in conaequeo^e 
of this increase, the division of labour becomes &r 
t^Mled^ new and more powerful implements and ma- 
jshines are invented, and the same quantity of hdl^Htf 
i» thus made to produce an infinitely greater qmn^ 
tj of cMomodities. 

Besides enabling labmir to be div^d, capital cod- 
trttmtes to facilitate labour, and pioduee weah^^ 
the three following ways : 

IpmL — It enaUes us to execute work that could 
not be executed, or to produce commodities tte^ 
jcould not be produced without it. 

♦ Weattk ofNatims, Vol. I. p. 408. 
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Sicond. — It saves labour in the production of al« ^ 
Hiost every species of commodities. 

Third. — It enables us to execute work better, as / 
well as more expeditiously. 

With regard to the first of these modes in which 
we are benefited by the emjdoyment of capital, or to 
the drcumstance of its enabling us to produce cam'^ 
modifies that could not be produced without it, it ia 
plain, as already observed, that the production of all 
such commodities as require a considerable period for 
their completion, could not be attempted unteas a 
stock of circulating capital, or of food and clothes 
sufficient for the maintenance of the labourer while 
employed on them, was previously provided. But 
the ^nployment of fixed is frequently as neces- 
sary to the production of commodities as the em- 
l^oyment of circulating capital. It would, for ex* 
ample, be quite impossible to produce a pair of stock- 
ings without the aid of wires ; and, although the 
ground might be cultivated without the aid of a 
^ough, it could not be cultivated without the aid of 
a spade or a hoe. If we run over the vast catalogue 
of the various arts practised in a highly polished and 
ewBized country, it will be found that there are very 
few that can be carried on by the mere enqployment 
of the fingers, or rude tools with which man is fur- 
nidied by nature. It is almost always necessary to 
provide ourseives with the results of previous industry, 
and to strengthen our fedble hands by arming them, if 
we may so speak, ^* with the force of all the elements/* 

In the second place, the employment of capital 
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not only enable lis to. produce maay speci£is l:£(^>m- 
modities that never could haye beeu produced witb« 
out it£t co-(^ratioDy but it also enables us to savda- 
hour in the production jof many others^ and, . by 
lowering their price, brings them within the reach 
of Jt far greater number of consumers. . We haw 
been so long accustomed to make use of the produfi* 
tive services of the most powerful machines, that, it 
r^uines a considerable efibrt of abstraction to. ren- 
der ourselves fully aware of the advants^s we 
derive from them. But if we compare the state 
of the arts practised idike by civilized man and the 
savage, we cannot fail to be convinced that it is to 
the employment of fixed capital thi^ we owe a very 
largo proportion of our superior com&rts and enjoy* 
mentSr Consider the advantages which manlias.db' 
rived from the employment of the lower janimabi 
which, in an economical point of view, are to bQ re» 
garded only as machines ! Consider the advantages 
that hav^ been derived from the formation of loads, 
bridgesy^ hariwurs, and canal»-*the dOPect they have 
hi^i in &ciUtating the conveyance of commodities, 
'and consequently in distributing them most advant 
tag^ously, ^id in reducing their price to the con- 
49umer ! Connder the advantages that have been de<> 
rived from the ccmstruction of ships, and the im- 
provement of navigation l^-fBut it is in. vain to at- 
tempt even to glance at the numberl^is benefits 
which the employment of fixed capital has conferred 
on society, by choiqp^iing and multiplying neces* 
varies, conveniencies, ^nd luxuries. It is by. its 
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ineaQs tluit our fields are cultivated, our houses con-^ 
)3tructed, our clothes manufactured, our ships built, 
and the treasures of knowledge and of art transport- 
ed from one hemisphere to another ! If we consult 
die. hwtory of the human race — ^if we trace th^ir 
slow and gradual advancement from barbarism to 
refinement, we shall be convinced that their progress 
from their lowest and most abject, to their highest 
and most polished state, has been always accompa- 
nied, and chiefly promoted, by the accumulation of 
fresh caj^tal, and the invention and improvement of 
tools and enginesH 

The third advantage derived from the employ^ 
ment of capital consists in the circumstance of its 
tabling us to execute work better^ as well as more 
expeditiously, than it could be done without it. * Cot- 
ton, for example^ might be spun by the hand ; but 
the admirable machinery invented by Hargreaves, 
Arkwright, and others, besides enabling us to spin 
an hundred or a thousand times as great a quan- 
tity of yam as could be spun by means of a com^ 
mon spindle, has also improved its quality, and 
gliven it a degree of fineness, and of evenness, or 
equality, in its parts, which was never previously at- 
tained* It would require a painter months, or it 
might be years, to paint with a brush the cottons, or 
printed cloths used in the hanging of a single room ; 
and it would be veiy difficult, if not impossible, for 
the best artist to grre the same perfect identity to his 
figures that is given to them by the admiraUe ma- 
chinery now in use for that pur ose. Mot to men* 
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tion the other and more important advantages of 
which the invention of moveable types and printing 
has been productive, it is certain that the most per- 
fect manuscript— one on which years of patient and 
irksome labour have been expended — is unable, in 
point of delicacy and correctness, to match a well 
printed work, executed in the hundredth part of the 
time, and at a hundredth part of the expence re- 
quired to copy the manuscript. The great foreign 
demand for English manufactured goods results no 
less from the superiority of their manufacture, tban 
from their greater cheapness ; and for both these ad- 
vantages we are principally indebted to the excel- 
lence of our machinery. 

There are other considerations which equally il- 
lustrate the extreme importance of the accumulation 
and employment of capital. The produce of the la- 
bour of a nation cannot be increased otherwise tlian 
by an increase in the number of its labourers, or in 
their productive powers. But without an increase of 
capital it is in most cases impossible to employ another 
workman with advantage. If the food and clothes des- 
tined for the support of the labourers, and the tools 
and machines wilh which they are to operate, be all re- 
quired for the maintenance and efficient en^loyment 
of those already in existence, there can be no addi- 
tional demand for others. In such circumstances, 
tlie rate of wages cannot rise ; and if the number of 
inhabitants are increased, they must be worse pro- 
vided for. Neither is it at all probable that the pro- 
ductive powers of the labourer should be augmented, 
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without a previous increase of capital. It is only by^ 
the better education and training of workmen, by the 
greater subdivision of their employments, or by an 
improvement of machinery, that their productive 
powers can ever be materially increased ; and in al- 
most all these cases, additional capital is required. J 
It is only by its means that workmen can be better 
trained) or that the undertaker of any work can either 
provide them with better machinery, or make a more 
proper distribution of labour among them. 'When the 
work to be done consists of a number of parts, to 
keep every man constantly employed in one parti- 
cular part, requires a much larger stock than when 
every man is occasionally employed in every different 
part of the work. " When,'* says Dr Smith, " we 
compare the state of a nation at two different periods, 
and find that the annual produce of its land and la- 
bour is greater at the latter than at the former, that 
its lands are better cultivated, its manufactures more 
numerous and more flourishing, and its trade more 
extensive, we may be assured that its capital must 
have increased during the interval between these 
two periods, and that more must have been added to 
it by the good conduct of some, than had been taken 
from it, either by the private misconduct of others, 
or by the public extravagance of the government/* * 
It is, therefore, apparent, that no country can eveFl 
reach the stationary state, so long as she continues 
to accumulate additional capital. While she does 



♦ Wealth of Nations, Vol. II. p. 23. 
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this, she will always have a constantly increasiog der 
mand for labour, and will be constantly augmenting 
the mass of necessaries, luxuries, and conveniencies, 
and, consequently, also, the numbers of her people* 
But with every diminution of the rate at which ca- 
pital had been preivously accumulating, the demand 
for labour will decline. When no additions are 
made to capital, no more labour will be, or, at least, 
can be advantageously emfdoyed. And should the 
national capital be diminished, the condition of tlie 
great body of the people would be greatly deterio^ 
rated ; the wages of labour would be reduced, and 
pauperism, with its attendant train of vice, misery, 
and crime, would spread its ravages throughout the 
\ largest portion of society. 

Having thus endeavoured to show what capital is, 
the iinportance of its employment, and the mannei* 
in which it operates to facilitate production, we shall 
proceed to explain the circumstances most fav6urable 
for its accumulation. 

'Capital of all descriptions is nothing more, as for- 
merly observed, than the accumulated, or hoarded 
produce of previous industry. When a savage kiih 
more game in a day than is required for his oWn con- 
sumption, he preserves the surplus either in the view 
of consuming it directly himself, on some future oc- 
casion, or of exchanging it with his fellow savages 
for some aiticle belonging to them. Now, this sur- 
plus is capital ; and it is from such small beginnings 
as this that all the accumulated riches of the world 
have taken their rise. It is evident, therefore, inas- 
much as capital coi^ists of the excess of the products 
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a^ioMe ei^er to the support of hipm existence* 
or to the facilitating of production, obtained in a 
ghmi period orer those consumed in the same pe- 
riod, that the meanB of amassing capital mil be 
gr^aiestt where the productiveness qf industry $0 
greatest; or, in other words» where the net pr<^s 
of stock, or the profits accruing to the capitalists wbci 
^i^age in tndustrious undertakii^ after evei7 ipci* 
dental expence is deducted, are greatest. The matt 
i^bo cam produce a bushel of wheat in three days haa 
it plainly in his power to accumulate tvioe as much 
as the man who, either from a deficiency of skiUL or 
from his being obliged to cultivate s bad soil, is 
forced to labour sia: days to produce the same quan* 
tity i and the cafntalist who can invest stock so aa 
to yield him a profit of ten per cent, has it equally 
in his power to accumulate twice as fast as the capi* 
tali^ who can only obtain five per cent, for his stock. ^ 
It is true that high profits only give the means of 
amassing capital — that, if men had always Ikoed up to 
their incomes, that is, if they had always conmtned 
the whole produce of their industry in the gratifi-* 
cation of their immedi^e wants, or desires, thora 
could have been no such thing as capital in ths 
MHnrld. But such is the wise ari^angepaent of nature^ 
that while high profits afibrd greater means of saving, 
they give additional force to the parsimonious pria^ 



* This is in reality understated. It is plain, inasmuch as 
both parties must live on their profits, that those who gain 
double could accumulate m<»re than twice as fast aa the othera^ 
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ciple. Econoipy is in no respect different from the 
other virtues ; and it would be unreasonable to.expect 
that it should be strongly manifested, where it does 
not bring along with it a corresponding reward. Be* 
fore a man can accumulate, he must live : and if the 
sum that remains to him, after his necessary expenees 
are deducted, be but small and trifling, the prdbMsbiUty 
is, that he will rather choose to consume it imme- 
diately, than to hoard it up in the expectation, that»^ 
by the addition of farther savings^ it may, at some 
future and very distant period, become the means of 
making a small addition to his income. But, where- 
ever profits are high, there is a proportionally great 
power of accumulation ; and we deny ourselves im^ 
mediate gratifications, because we have a certain 
prospect that, by doing so, we shall speedily at^ 
tain to a state of comparative affluence, and that our 
means of obtaining an increased supply of convenien- 
ces and luxuries will in the end be greatly increas- 
ed by our present forbearance. Give to any people 
the power of accumulating, and we may depend up^ 
on it they will not be disinclined to use it efl^tive- 
ly. If we examine the state of the different coun- 
tries of the world, we shall find that the |K>wer of ac- 
cumulation, or, which is the same. thing, the rate of 
profit, is always greatest in those countries which are 
mostly rapidly augmenting their wealth and popula- 
tion, aad conversely. In the United States, for ex- 
amplie, the rate of profit is twice as high as in Great 
Britain or France ; and it is to this that the more 
rapid accumulation of capital in that Republic, and, 
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consequently, her more rapid advancement in weahh 
and population, is wholly to be ascribed. The de- 
sire of adding to our fortune, and improving our 
condition in society, is inherent in the human con- 
stitution, and is the fundamental principle — ^the 
causa causans of all the improvements that have 
ever been made. No instance can be produced of 
any people having ever missed an opportunity to 
amass. Wherever the bulk of the citizens have had 
the povirer of adding to their stocky they have never 
failed to do so* and the wealth and population of the 
society have been continually augmentedj 

Perhaps it will be said, in opposition to these 
principles, that the rate of profit is high in Eastern 
countries, and that they are, notwithstanding, either 
retrc^rading, or advancing only by very slow de- 
grees. It may be doubted, however, whether the rate^ 
of profit is resjly higher in Eastern countries than in * 
Europe. That the rate of interest there is higher, 
is certain ; but that is a consequence of the hazard 
to which the prmcipal is exposed because of the pre- 
judices against usury, and the vicious and defective 
system of governments^ It is not meant, however, 
to affirm, that great productiveness of industry, or a 



* AU taking of interest is prohibited by the Coran ; and it 
is for this very reason^ that it is so much higher in the East. 
L'usure," says Montesquieu, '^ augmente dans les pays Ma- 
hometans d proportion de la s&oerxti de la defense, he pe- 
teur s'indemnisiB du peril de la contravention.' — (Esprit des 
iMCy liv. 21. cap. 19.) 
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high rate of profit is necessarily^ 9i)d in every m-y 
stMce, accompanied by a great degree <^ prosperity # 
Countrie* with every imaginable capability for tib» 
profitable employment of industry and stoek, mry 
have the. misfortune to be subjected to.w ^bitmry 
government, which does not respect the right of 
property ; and the insecurity resulting from thiscirr 
cumstance, may be of itself sufficient to p^^yse all 
the exertions of those who are otherwise placed in 
the most favourable sHuation for the accumulation €i£ 
capital and wealth. But I have no hesitation about 
laying it down as a principle which Isolds in every 
case, and from which there is really no exeep- 
twn, that if the governments of any two or more 
countriesheaboutequalhftokrantandliherfll^andprO'^ 
per fy in each eqttally well protected and secured^ their 
comparative prosperityyoill be in proportion to th^ 
rate of profit in each. 1 Wherever profits are high, ca- 
pital is rapidly augmented, and there ip a propoitionallj 
rapid increase of wealth and population ; but, on the 
other hand, wherever profits are low, the means of em- 
pbyingadditk)nallabourare proportionally limited, and 
the progress of society rendered so much the slo werji 
. It is not, therefore, by the absolute amount of its 
capital, but by its power of employing that capital 
with advantage — a power which will be always cor- 
rectly measured by the common and average rate of 
profit — that the capacity of any country to increase 
in wealth and population is to be estimated. Before 
the laws regulating the n^e of profit and the increase 
of capital had been thoroughly investigated, the 
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gTMt wealth md cotuaercial {tt-Dsperity of Holland^ 
wiiere profits^ from I6d0 dowoivards, were compantt 
tively lowvwere considered by Sir Josiah Child»aiid 
many later writers on eeoncmiioal sulgeots, as the na- 
tural result, and were t^nsequently r^arded by 
them as a convincing proof, of the superior ad^witagi*^ 
es of low pn^ts and interest. But this was really, 
as will be afterwards shown, mistaking the ^^t 
of heavy taxation for the ci3ime of xioecdth t X] 
country, whose average rate of profit is considerably 
less than the average rate of profit in surrounding 
countries, may, notwithstanding, abound in wealth* 
and be possessed of immense capital ; but it is the 
he^t of error to suppose, that this lowness of pro^ 
fits could have facilitated their aocumulation* Hie 
truth is, that the low rate of profit in Holland du« 
ring the 18th century, was at once a cause wd % 
symptom of her, decline* \ Sir William Temple, in 
his Observations on the Netherlands, written about 
1670, nt^ntions, that ihe trade of Holland had then 
passed its zenith ; and it is certain, that the vast ca^ 
pitals of the Dutch merchants had been principally 
amassed previously to the wars in which the Repub- 
lic was engaged with Cromwell, Charies IL, and 
Louis XIV., when the rate of profit was much high- 
er than at any subsequent period. 

But without referring to the case either of Ame- 
rica, or Holland, or any other country, the smallest 
r^eotion on the. motives which induce men to engs^ 
in any branch of industry, is sufficient to show that 
the advantages derived from it must be always direct^ 
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ly Mthe rate ofpr(^L What is theobject which every 
man has in view when he employs either his capital 
or his personal powers in any industrious undertdc- 
ii^ ? Is it not to gain the greatest possible amount 
of profit on his capital, or the greatest possible re- 
wwd for his labour ? One branch of industry is said 
to be advantageous, for the single and sufficient rea- 
son that it yields a comparatively large profit ; and 
another is, with equal propriety, said to be disadvan- 
tageous, because it yields a comparatively sm^l pro- 
fit. It is always to this standard — to the high or 
low rate of profit which they yield — that every indi- 
vidual refers in judging of the comparative benefits 
of different undertakings ^^ — and what is true oS indi- 
viduals, must be true of States. 

No certain conclusion req>ecting the prosperity of 
any country can ever be drawn from considering the 
amount of its commerce or its revenue, or the state 
of its agriculture or its manufactures. Every branch 
of industry is liable to be affected by secondary or ac- 
cidental causes. They are always in a state of flux 
or reflux ; and some of them are frequently seen to 
flourish when others are very much depressed. The 
AVERAGE RATE OF PROFIT is the real barometer — the 
true and infallible criterion of national prosperity. 
A rise of profits is the effect of industry having be- 
come more productive \ and it shows that the power 
of the society, to amass capital, and to add to its 
wealth and population, has been increased, and its 
progress accelerated : A fall of profits, on the con- 
trary, is the effect of industry having becoine less pro- 
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ductive, and shows that the power to amass ea^tal 
has been diminished^ and that the progress of the so- 
ciety has been clogged and impeded. However much 
a particular, and it may be an important branch o£ in- 
dustry, h depressed, still, if the average rate of pro- 
fit is high, we may be assured the particular d^res-^ 
sion cannot continue, and that the condition of the 
country is really prosperous. On the other hand, 
though there should be no distress in any one branch 
— though agriculture, manufactures, and commerce, 
should be carried to a greater extent than they have 
ever been carried before— though a nation should 
have numerous, powerful, and well-appmnted armies 
and fleets, and though the style of living among 
the higher classes should be more than ordinarily 
sumptuous,— 'Still, if the rate of prc^t has become 
comparatively Icw^ we may confidently affirm, that 
the condition of such a nation, however prosper- 
ous in appearance, is bad and unsound at bc^tom ; 
that the plague of poverty is secretly creeping on thei 
mass of her citizens ; that the foundations of her 
power and greatness have been shaken ; and that her 
decline may be confidently anticipated, unless mea- 
sures can be devised for relieving the pressure on the 
national resources, by adding to the productiveness 
of industry, and, consequently, to the rate of profit. 
It has been wisely ordered, that the principle which 
prompts men to save and amass should be as powerful 
as it is advantageous. ** With regard to profusion," 
says Dr Smith, " the principle which prompts to ex- 
pence is the desire of present enjoyment; which. 
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though sometimes violent, and very diSicuIt to be re^ 
strained, is in general only momentary and occasional. 
But the principle which prompts to save is the de« 
sire of bettering our condition ; a desire which, though 
generally calm and dispassionate/comes with us from 
the womb, and never leaves us till we go into the 
gr^ve. In the whole interval ;which jseparates these 
two moments, there is scarce, perhaps, a single 
instance in which any man is so perfectly and com- 
pletely satisfied with his situation as to be without 
any wiisfc of alteration or improvement of any kind. 
An augmentation of fortune is the means by whk^fa 
the greater part of vt^n propose and wish to better 
their condition. It is the means the most vulgar 
dnd the most obvious ; and the most likely way of 
{Augmenting their fortune is to save and accumulate 
^ome part of what they acquire, either regularly and 
annually, or upon some extraordinary occasions. 
Though the principle of expence, therefore, prevails 
in almost all men upon some occasions, yet in the 
greater part of men, taking the whole course of their 
life at an average, the principle of frugality not only 
predominates, but predominates very greatly." * 

It is this principle which carries society forward. 
The spirit of parsimony, and the eflPcnrts which the 
frugal and industrious classes make to improve t^ir 
condition, in most instances balance not only the 
profusion of individuals, but also the more wastefiil 
profusion and extravagance of governments. Tbe 

* Weahh of Nations, Vol. II. p. 19. 
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spirit of economy has beeo luppily eompared by 
&nilh tothe udknowB {Hriaciple of d]iiiDallife*--»tb6 jk^I5 
fB&Mcairixnaiura^f-^vfhich frequentlyrestores healtk 
^nd vigour to the constitution, in spite both of dis^ 
.c»se and of the^mird presoriptions of the physician, 
^t, however great the capacity of the principle of 
Aixaimulation to repair the waste of capital, we must 
jwt ML into the error of sopposing, as many have 
jd(me^ that its operatiim is pron»H;ed by profiise pub* 
lie expenditure. It is obvious that the more govern^ 
went spends, the less must remain for individuals to 
«ave. Necessity may ccHupel a man to exert hin»self T 
^ pay heavy taxes j but it is chohSf and not neces- 
sity,^ which makes him withdravr a portion of th^ pro- 
4uce of his industry from immediate consumption, 
and hoard it up. This distinction must be kept 
.constantly in view. It , cannot be ^lied that 
necessity forces farmers and manufacturers to sell 
a pqrti(m of their produce to pay the taxes to 
xvhieh they are subjected; but "when these taxes 
are paid, government is satined; anfl it is plainly 
^Jieir own free ^ption<^^their desij?e to improve their 
ccmdition, and to rise higher in the world, and not 
compulaion, that induces them to accumulate another 
portion of th^ produce as capital. Those who con- 
tinue to accumulate, after the share of the produce of 
their labour taken from them by government hf^s been 
inoreased, would evidently have had gvevtierfoeansjoi 
accumulation, had 4^at shar^ not been increased, or ia^ 
creaaedin a lesspi^oportion. Butaecumulation, like the 
<^h^ passions, increases as the means of gratifying it 
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increase.. In point of fact, the greatest accDnmlittioiit; 
are invariably made where there is the greatest powei* 
to make them. There are no internal taxes in Ame- 
rica ; she is possessed of vast tracts of fertile and un- 
cultivated soil ; and industry is, in consequence, ex^ 
tremeiy productive. And, conformably to what has 
now been stated, America doubles her ci^ital and 
population every five-and4wenty years, and is advan^ 
cing in the career of wealth and civilization wilii a 

[£apidity unknown in any other country. 

^^ Ambition to rise is the animating principle of so* 
ciety. Instead of remaining satisfied with the con* 
ditiou of their fathers, the great object of mankind in 
every age has been to rise above it — to elevate them^ 
^1 ves in the scale of wealth. To continue stationary, 
or to retrograde, is not natural to society. Man from 
youth grows to manhood, then decays and dies ; but 
such is not the destiny of nations. *^ The arts, scien^ 
ces, and capital of one generation become the patri- 
mony of that which succeeds them, and in their^ 
hands are improved and augmented, and rendered 
move powerful and efficient ; so thait, if not counter- 
acted by the want of security, or by other adventiti- 
ous causes, the principle of improvement would al- 
ways operate, and would secure the constant advance- 
ment of nations in wealth and population. 

I It is to this same principle that we owe the disco- 
very and improvement of machinery. Mankind have, 
in every stage of society, endeavoured to increase 
their productive powers, and to improve their condir 
tion, by availing themselves of the assistance of na- 
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UmA Qg^yite, and tntking them contribute to the ^r- 
fyriunot of UuAsi M/hioh must otherwise hme hMk 
performed by the band onl;^ The sBSvngt atiOi 
himaelf of the aid of a club ahd a elibg to facilitate 
the a<M}tiiiitaen of gftmdi and abridge hn labour ^ and 
th^ eadne princi^e which prompted him to l^esort to 
and coMtruct tl»se hide ina tr U ntent^ oeyer oteaea to 
i^rate* It is ahmyb {Ht)diieing some new iirtproTe^ 
ment ; imd in an advanced and refined period^ giv^ 
ns ships for canoes^ muskets for dings» steam-etigines 
for clubs, and cotton-mitts for dbtafik ** The hand 
of maa/' says Colonel Tonrensi ^* is not armed with 
any efficient natural instrument^ such as the beak of 
the birdf. 6v the claw of the quadruped, for operating 
direotly upon the mid;eriala piiesented to hitti j but it 
m admirably adapted for leeeivii^ and applying ar-» 
tificial impletnents, and for eifiploying the pumenk of 
one substance to produce thd desired changes in an* 
gtlier. Hence almost all the gtand results in manu^ 
faotnriiig industry are Inronglit about by means of ca» 
pital^ Throughout the worid there are too ¥0ryl 
steiking inequalities in the muscular force by wbidi 
Amsqt labour is performed ; and it is mainly owing to 
the di flSgtegKCT j n the gmmtitj of capital^ and in the 
dffi with which it is ^)plied^ that in one country man 
is foand naked and destitute^ and that in another all 
the rude productions of the earth, and all the forces 
of nature, are made to contribute to his comfort, and 
to augment his power/* * 

■■ I I 1 !■ ■! ' ■».,!■ , ,. I ■ ■ t ■■,■>■■ I 

♦ On the Production of Wealth, f. m 
H 
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I A great effect* has sometimes been ascribed to em* 
mt in the production of wealth ; but thb i» a giietaJBei 
It is capital and not credit that produces* Credit k 
nothing mcnre dian the borrowuig and lendii^ of ca* 
^ital ; and nations, or individuals, are said to be m 
high or lav\r credit according to the greats or less fiu 
cility they possess of obtaining loans. The advan*^ 
tage of credit consists in its tendency to distribute ca^ 
pital in the best manner. It enaiUes thoise who have 
capitals, and who do not choose to soj^ntend their 
employment, to lend them to those who are desirous 
to obtain them. The state of credit, in any coimtry, 
is always directly as the amount of its capital, and the 
freedom to dispose of it with security. Where there 
is no capital there can bq no credit ; and any obstnie- 
tion given to borrowers and lenders in adjusting the 
terms of loans, or any disincKnatbn on the part ktf go^ 
vemment to give full efifect to these terms, has a c^r» 
tain and obvious tendency to dhninish credit. * But,' 
i^hatever may be the state of credit in any cmintry, 
it' is still true that it is by the amount of its capital, 
and by its capacity of employing such c^tal with ad* 
vantage, that its means of aipporting population^ and 
\j^ producing wealth, must always be estimated. t 
However extended the sense previoudy attach* 
ed to the term capital may at first sight appear, I 



* For an examination of the policy of the restraints on the 
interest of loans, ^ see Mr Bentham's celebrated Defence of 
Usury, and the Art. Interest in the Supplement to the En* 
ci/clopcedia Briiannica* 
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am sattsfiod t^t it ought to be interj^reted «till mori^ 
com^eh^nsively. Instead of underrtanding by caH 
pital all that portion of the produce of industry ex« 
trinsic to man, ^nduch may b^ made applicable to his 
support, and to the fiu^ilitating of production, there 
does not seem to-be any good reason why man him- 
self should not, and very many why he should^ be con* 
sidered as forming a part of the national capital. Man 
is as much, the produce of labour as any of the ma^ 
chines constructed by his agency ; and it appears to 
us that in all economical investigations he ought tp 
be oooisidered in precisely the same point of view. 
Every individual who has arrived at maturity, though 
be may not happen to be instructed in any particular 
art or profession, may, with perfect propriety, be 
viewed as a machine which it has cost twenty years of 
assiduous attention, and the expenditure of a consider^ / ^^x. 
able capital to construct. And if a farther sum has q ^ 
been laid out in educating or. qualifying him for tho 
exercise of a business or profession requiring unusual 
skill, his value will be proportionally incr^sed, and 
he will be entitled to a greater reward for his exer-? 
iian&<*-just asB madiine becomes more valuable wheji 
new powers are given to it by .the expeiKliture of ad* 
ditional capital or labour in its construction. ~i 

I>r Smitk has fully admitted the justice of thi£^ 
principle, though he has not reasoned consistently 
from it. He states,, that the acquired and usefyl ta? 
lents of all the inhabitants and members of the so« 
ciety ought to be considered as forming a portion of 
the national capital. " The acquisition of such ta- 
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lents,'' he justly observta, '< during tite eduoatioii, 
study, or apprenticlBship of the acquirer, always 
coats a real expenoe, which is a capital fixed and re* 
alized at it were in his person. TluMe talents, as they 
make a part of his fortune, so do they likewise of thai 
of the society to which he belongs. The improved 
dexterity of a workman may be considered in the 
same light as a machine or instrument of trade, which 
fiu^ilitates and abridges labour, and which, though k 
c6sts a certain expence, repays that eiq^nce with a 
profit." ♦ 

Instead, then, of being entirely overlooked, as is 
most frequently the case, the dexterity, skill, and in* 
telligence of the mass of its inhabitants ought to be 
most particularly attended to in estimating the aqntal 
and productive capacities of a country. Much stress 
is uniformly and justly laid on die comparative power 
and efficacy of the machines whidi man has txmstruct^ 
ed to assist him in his undertakings ; but man is him** 
self the most important of all machines, and every nd^ 
dition made to his dnll and dexterity is an acquisition 
of llie utmost consequence. The discrepancies that 
at^cdly obtain in the physical organization and ca*^ 
pacities of the various races of men are comparatively 
trifling. And yet, how vast is the difference, in an 
economical point of view, between an American In- 
dian or an African, and an Englishman or a Fr^ich-^ 
man ! The former, ignorant and uninstructed, k 
poor and miserable though placed in countries bless^ 

« Vol. I. p. 417. 
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ed with a ^il of exhaiMtless fertility and a geiikl 
efimate :-^-^the latter, intelligent and educated, is 
wealthy, prosperous, and happy, though placed under 
comparatrrely imfaTourable circumstances. Lord Ba- 
con's aphorism, that knoxvkdge is potver^ is true as 
well in a physical as in a moral sense. It not only 
enables indiriduals to obtain an ascendancy over their 
less instructed neighbours, but it makes immeasurable 
additions to their productive capacities. An ignor* 
ant and uneducated people would, though possesang 
all the materials and all the powers necessary for the 
production of wealth, be sunk in poTcrty and barbar- 
ism. And until their mental powers had begun to 
expand, and they had been taught to exercise the 
empire of mind over matter, the avenues to improve- 
ment would be shut i^inst them, and they Would nei- 
ther have the power nor the wish to emerge from 
their low and degraded condition. 

It has been said, and truly, that it .was the rapid 
growth and extension of the cotton manufacture 
that bore us triumphantly through the jate dreadful 
contest, and gave us wealth and power sufficient to 
overcome the combined force of almost all Europe, 
though wielded by a chief of the most consummate 
talent. But, what is the cotton manufacture ? Is it 
not whdly the result of the discoveries and invto- 
tions of Hargreaves, Arkwright, and Watt? It 
was their sagacity that discovered and ex{4ored this 
mi^ty channel for the profitoble employment o£ 
millions upon millions of capital, and of thousands 
up(m thousands of workmen ; so that all the various 
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BBd inQumeraUe benefiU and advanta^s we have 
derived from it, are to be ascribed to them aa to 
their origimil authors and inventors* 

To those who are impressed with a convidion of 
the truth of the principles thus briefly stated — who 
are duly sensible of the vast importance of science 
to the advancement of nations in ^osperity and ci- 
vilization, nothing can afford a higher gratification 
than the progress that has of late years been made in 
diffusing instruction among the great ^ mass of the 
community. The discoveries of Bell and Lanc^er, 
and the schools founded on th^ principles, have 
had the most powerful influence in spreading a know- 
ledge of the elementary branches of instructioa 
among the poorer classes of the people ; while the 
JMechanics' Institutions that are now forming in the 
metropolis, and in the different great towns of the 
empire, will give the labouring part of the population 
an opportunity to perfect themselves in their respect- 
ive arts, by making them acquainted with the principles 
<m which they depend, and from the better application 
of which every new improvement must be derived* 
uft is impossible to form any accurate estimated the 
beneficial influence of this general instruction on tl^ 
future fortunes of the empire ; but it is abundantly 
certain that it must be very great. More discoveries 
will be made, according to the degree in which more 
individuals are placed in a situation to make them# 
And it is neither impossible, nor at all improbabfei 
that the lustre which now attaches to the names of 
Arkwrigfat and Watt may be dimmed, though it 
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ciiii' tue^tvhe wboUy ,e£ieedy by the more numeroiu, 
audi' it tMj be, idore important discoveries that rnll, 
at no distant period, be made 'by those who would 
hare^ pasded from the cradle to the tomb in the 
ssmiQ dyscure and beaten track thi^ had been trod 
by their unambitious ancestors, had not the educa^ 
tfon now 80 generally diffused, served to elicit and 
ripen the seeds of genius imfJanted in thetia for the 
general adyantage of mankind. ^ 

« • ^ ■ 

IV. Division OF rafPLOYMmrs among DiFF£Ri 
BNT oouNTniBs, OR' COMMERCE. — BcHides that wrt 
of division of labour which enaUes each individual 
in a limited society to confine himself to a particular 
enfJoyment, there is another and most important 
braneb of the <Mvision of labour, which not only en* 
aUes particular indfvidiHils, b&t the inhabitaDts of 
entire districts, and even nadons, to addict them- 
selves, in preference, to certain brancliea of industry. 
It is on this territorial division of labour^ as it has 
btMt appropriately termed by Colcmel Torrens, that 
die commerce whiefa is carried on betweendiflferent 
distriota of the same country, and between differ^t 
countries, IgI fbunded. The various soils, climates^ 
and capacities of production, poi^ssed by the dif** 
ftrent districts of an extensive country, fit them 
hr beiag appropriated in preference to certain spe* 
oies of industry. A district where coal is abund^ 
ant, which has an easy access to the ocean, mdt9 
considerable command of internal' navigation^ i^ the 
mlttval'seat of manafaotures. Wheat and otibter 
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species of grain ^e the vc^fex prodiiite tinEhmh 
hk BQiki 9q4 «^tle» Aft^r being raided in wmnh 
tfliwwa 4i3tiria(s ate most ndyiiiiligeQttdy frttwed 
if» piwiclowa mA low grmnds, N(4bi9g i» QWre ^ 
liousi thtti that aq in&mt^ly gip^^tef ^igreg^ 
t^y of w^ mid dewahle cwimoditiaa will he pro* 
4»^e4f hy the inhfdb^taots of (hea^ diffident distrietsi 
s^iaratoly oonfining them^elvea to tho partieulav 
branches of industry, for the soecesaful prosecution 
of which they have some peculiar natural capability ^ 
than if they attempted) indi^eHH^natalyy to carry on 
f v^ diflferwt employment* Who qan doubt that 
vi^tly more nianufactMred g9od9» oonif fmd cattle^ 
are produced by the inhabitants of Glasgow, th0 
Cwse of Powrie, and Ai^fyleahirei respectively eon* 
tinin^ themselves to manufactiMres^ Agrionlture» mA 
the rearing of cattle^ than if thoi^ of eaoh distri** 
had endeavoured Erectly to su^ly themselves with 
these various prodnetSi without the intearventiou of 
aneijcbange? 

Bnt it is easy to see that foreign tradoi or the (^t 
n\QfM division of labouf betwe»(^n d^erent and iAt 
diqpendc^fc countries, eonlribytes to incsrease the 
w«ateb of each in precisely the same manner (^ 
thfe U*de between different provinces rtf the ssrae 
kingdom contributes to increase their wei^th* Tbert 
is ^ stUl greater difference between the prodftctwe 
powewi wherewith nature has endowed differs* m^ 
distant cowtri^s, than there i^ between ^ t^aro^^ 
tive pqwers of the provinces of the sanei eottiat}^* 
The establishment of a ft^ inl^r«9urse he^Hwn 
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dian must^ tfaerefbre^ he proportiontllj adrantt- 
gfoiis. It wcMdd evidaaij cost an infinitely greater 
expenoe to vaiae the wines of fHnce or Spain in 
Eo^aad thim to make Yorkshire yield the same 
pndncts as Der^nshire. Indeed, tiierie are a mnlti« 
tnde of produets^ and some of them of the very 
ffp^iimi utiUly, wbkh eannot possiUy be raised ex« 
oq>t in particnlar situations. Were it not for com- 
mercial Intercourse, we should not be able to dbftam 
Uie smallest supplies of tea, coffee, raw cotton, raw 
nlk, gdd bullion, and a thousand other equally use* 
fill and Tahiable commodities. Providence, by gif^ 
ing diffei^nt soils, climates, and natural productions, 
to diffiBrent eouirtnes, has evidently provided for their 
mntual intercourse and civilisatioB. If all restric* 
tions cm commerce were abolished, each people would 
natnrally devote themselves to such employments as 
are most beneficial to each : And this pursuit of in* 
dividual advantage is admirably connected with the 
good of die whole. By ^citing industry, by roT^ 
wardii^ ingenui^, and by using most effieaeiously 
ike peculiar powers bestowed by nature on diffisrarf 
oountnes, commerce distributes labour a^ hart suits 
the genkts and capaciti^ of each. It gives vm new 
tastes and new appetites, and it also gives us the 
mqans and the desire of gratifying tbem : It enaUes 
each people to pvofit by the inv^tioM and discovers 
ieaof aU the rest ; fixrcea romtineto give way taemu* 
ktion ; and stksuli^s the mdostry and invention of 
the heme p^uo^rs by bringing them into ^Qi^ 
pebilion with fiure^ets. The grand principle 
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of the divMon of Ifdiour is thw carried to its^^Mt 
extent. The mass of neoessarj and uaefbl pw^ 
diicts is vmdj augmented, and opalaM^ goMn^ 
diflEosed. But theie are not the only ^bcts of con* 
meroe. Its influence, in a moal point of view, is 
not less povperfnl and sdotarf • It is the graad «n^ 
gine by which the blessrags of civiKzation are ditmh 
ed, and the treasures of knowledge and of science 
conveyed to the remotest comers of the habitable 
globe ; while, by making the inhabitants of each 
country dependent on die assistance o£ those of 
others for a large proportion of their ootnlbrts and 
enjoyments, it forms a power&l principte of nnion^ 
and binds together the universal aoit^ty of lotkins bj^ 
the omnmon and powerfiil ties of mutual interest' and 
reciprocal obligation. 

^* Combien/' to use the words of a late Froieh 
writer, ^ le spectacle de tous lea travaux concourant 
k la production de la richesse, sans autre pr^minenee 
ni distinction que oelle que leur assure I'echange de 
leurs produits, est encourageant pour ies classes k* 
Immuses, stmiulant pour les peuples, favorable ^>ia 
eivilisation, honorable pour l'bumaiiEt6! Dans «e 
systeme tous les hommes suivent leur pendiant, de*« 
vebppent, perfectionnent leurs facult^s, s'aicoura« 
gent par une noble emulatioUi sont av^rtis iohaque 
instant du besoin qu% out les nws des^ antres, se 
li^it ^otfe eux par des rapports haUtuels, «'attachent 
par iaurs interlts reciproques, et renouent les liens 
de la grande famille du g^re humain que la separa* 
tiop des families nationales avoit brises. Ces families 
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ifmea mr le g^be, iie soift ^us ^teai^^fes estre 

etfe^y travaillent Pun pour Pauti^ et correspoadtnt 

eaaembleiodigr^ les gouflfres dei^:mers et Tasp^it^ 

deBclimatSy lea uumtagnes iiHieGeiaibles, et lea deaette 

inhoiqpitaliers. Gr^cea au genie du cmnmeroe, tt 

aux imepuiaablea resaources Tiudi^trie^ toua lea: perila 

aont brav^aiy toutea |ea diflHeidtea aoat vaincuea^ toua 

lea ^ataclea aont suraioiit^a/et lea bienfiute du tia* 

yail general ciroulent dana le monde entier/' ^ 

. It cannot indeed be denied, that miataken viewa 

of commerce, like the miataken viewa sp freqmntly 

entertained of religiw, have been the cause of many 

wara and of much blqodahed. But the folly of tha 

monopoly ayaton, and the ruinous nature of tb& efm^ 

teata to which it has given rise, hs^ve been made obt 

vious. It has been fully and clearly d^nonstrated)! 

that nothing can be more irrational and abaurd, than j (Ljl^ 

that dread of the progress of othera in wealth and ^ 

civilization that waa <mce so prevalent } and that the 

true glory and real interest of every people will be 

more ceartainly advanced by endeavouring to emulatf 

a&d outstrip their neighboura in the career of sdewi# 

and civilizaticm, than by labouring to attain a barren 

pre-eminence in the bloody and destructive art of J 

WW. . 

Hie influence of commerce in giving increased ef^ 
ficacy to labour, and augmenting national wealtl^ 
may be eaaily illuatrated. Thua, in the caae of the 

* Oa&i]]i> des S}f9Umet d^Eoammie Politique, Tone I. p. 178^ 
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iM^voourse, or territorial difkioii of liboiir» (»»Tied 
on bd;we6ii England and Forti^Iy it is ^atnthat 
the superiarity of the wool of En^and, our commsnd 
of eoalsy of skilful workmen, of improved machinery, 
and of alt the instruments of manufacturing indus* 
try, enables ua to produce cloth at a much che^r 
rate than the Portuguese : Btit, on the other hand, 
tlie soil and climate of Portugal being peculiarly fa- 
vourable for the cultivation and growth of the grape, 
she is enabled to produce wine at an infinitely cheap- 
er rate than it can be produced here. And hence it 
is obvious, that England, by confining herself to the 
manufacture of cloth, in which she has a natural ad^ 
vantage on her side, and exchanging it mth the Pdr^ 
tuguese for wine, will obtain a vastly larger supply 
of that commodity than if she had attempted to caU 
tivate the grape at home : And Portugal, by ex- 
changing her wine for the cloth of England, will, on 
her part, obtiain a much ^eater quantity of cloth 
than if she had attempted to counteract the inten- 
tion of nature, by converting a portion of her capital 
and industry from the raiaing of wine, in which she 
has an advant^e, to the mannfiu^ture of cloth, in 
which the advantage is on the side of andther. 

What we have already stated is sufilcient to ex* 
pose the sophism involved in the reasoning of the 
French economists^ who contended, that as an equi- 
valent inust be always given for such eommoditiei 
as are obtfuned from ford^iers, it was impossiUe fo- 
reign commerce could ever add any tiling to na- 
tional wealth. How, they asked, can the wealth 
11 



Digitized 



by Google 



6f a country be increased fay giving equal vriuei Anr 
equal values ? They admitted) that eominerce made 
nhett&r distribution of the wealth of the worlds but 
a^ it did nothing more than exchange one sort of 
#ealth for another, they denied that it cxwld ev^ 
niake any additidn ti> its amount. At first si^ity 
this sophistical and delusive statement a]^ears su&* 
eiently conclusive ; but a very few words will be su£j 
ficient to demonstrate its fallacy. The advantage of 
dbtntti^^ree does not consisi in its enabling any^ of the 
parties who carry it on to obtain ommlodities df 
greater value than those they brought to market. 
It may have cost as much, or nmre^ to produoor 
th^ cloth with which the English merchint jteri^ 
dhas^s the wine of Portugal, as it did to produce 
tfa^ latta*. But then, it must be observed, that in 
middng the exchange, the value of ike wine is es^ 
iimaied hy what it takes to produce it in Poi^tu^ 
gal^ which has peculiar natural capabilities f<xr that 
sjpedeid of industry, and not by what it would take to 
produce it in England were the trade put an end to ; 
and, in like manner, the value of tihe doth is estK 
mated by what it takes to pmduce it in En^nd, and 
not by what it would cost to produce it in Pdrtugal* 
Tlie advantage of the interconne between tibe two 
cmmtries consists iu this, that it enables each of themi 
to obtain commodities, fbr the production of which, 
they have no naiural capability^ and whidi it would, 
dierefi^e, cost a comp^re^vely hxge sum to produce 
du'ectty at lM)me, for what it costs to produ(^ tbem 
undist the most fevoursMe circumstancei^ and with 
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the least poniMe expencfe* The giuti tiC die mir 
party is not the loss of the other. Berth of tbent 
are boiefited by this intearcoime; fer it roaWfs 
both of them to saire Mboor and expence in the. 
pcsoduetion of ccanmodities ; and, in C(mseqiieiiQ0, the 
weidtfa of the two cetintriesL is not only better dis-: 
triboted^ but it is also greatly increaaed by th^ 
territorial division of labour es^lished between, 
them. 

To set this important. principle in a clearer pomt 
of view, let ns suppose that in England a given nnm^ 
ber of men oan^ in a given time> manufacture 10,000 
yards of clotlv and raise 1000 quarters of wheat, an^i 
that the same number of men can, in thesaine .t|na^; 
manuftcture in Poland 5000 yards of cloth and raise) 
^00 quarters of wheat. It is ^ain, that the eataln 
lishment (rf a £ree intercourse, between the two conn* 
tries would, under theie cirouustanees, enable Eng* 
land, by manufacturing cloth and exporting it to Po- 
land, to obtain trmce the quantity of com in exchange 
for a given expenditure of capital and labour that she 
could obtain in return for the same expenditure dir 
reotly laid out in the cultivation of land at home ^: 
ai^ Poland would, on the other hand, be enabled t^ 
(Atain to^ as much tdoth in exchimge for her corn 
as she coidd have done had she attempted directly t& 
manufacture it. How ridiculous then to contend^ 
that commerce is not a. means of adding to the eflll^ 
caey of labour, and, consequentiy, of increasing 
wealth ! Were the intercourse between England and 
Portugal, and the West Indies put an end to, it 
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)M«ld require^ at the ymry lcut» a liandredt or per- 
Inps a tiiOQsand time^ the expenoe to produce Port 
wme» sugar, ai^ coibe, directly in this country, that 
k does to produce the equivalents sent to PcMrtugal 
and tlie West Indies in exduinge for them. 

** The cmnmeree of one coantry with another is,'* 
to^use the words of Mr Mill, ^ merely an extension 
of that:di?iai(m of labour by which so many benefits 
are con&rred on the human race. As the same coun* 
try is rendared richer by the trade of one pronnoe 
with anc^er ; as its labour becomes thus infinitely 
more:divided and more productive than it could other- 
wise have been ; and as the mutual interchange of all 
those commodities whidi one province has and an- 
odier wants, multiplies the accommodattons wad com* 
forta of the whole, and the country becomes thus in 
a wonderfol dagcee more opulent and happy ; so the 
same beautiful train of consequences is observable in 
the world at large, tl^ vast empire of which the de- 
ferent kingdoms may be regarded as the provinces. 
In this m^ni&^ent empire, one province is favourable 
to the prodiitftion of <me species of produce, and an* 
other province to another. By their mutual inter* 
eaurBe, numkind are enabled to distribute their la- 
bour aa best fit^.theg^iius of each particular conn* 
try ai]^.pe0pk. The industry of the whole is thus 
rm^red incomparfibly.more pi^odnctive ; and every 
jqiectes of neoesaai^yiNiefiil,: and agreeable aocommo- 
^dcnx is obtained in nm^ greater abundance, and 
with;infiiiitely ksa ^pence." ^ 

* Commerce Defended, p. 38. 
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It wouM be qirfte i aoi M lsist e n t witk tbo olfecte and 
limits of a work iuteinled only to ezUbit a Bptaamtie 
tnd general view of the prinoiplei of eomomical 
science^ to teta: on a detailed iisveskigndoii of the 
policy of the tari^us restrictions that have becb im^ 
^osed on the feeedom of cominerce^^And» thitMfore, 
in Uie few obserratioiis I am now to offiN: on this sub' 
ject, I shall chiefty confine myself to an examiBatioti 
of those restrictions that have fortbeir object to pnK 
mote the industry and employment of particular 
ccmntriesy by either partiidly ot wholly prevratoqf 
the importation of such articles fhsm otlmr ooontriss 
as can be produced at home* 

It cannot be doubted that^ if dther the wkde or 
any considerable portion of an artide^ in geoend de« 
mand, be imported frwi abroad, the preventiail of 
such importati(Hi will give an immediate advurtageto 
the home producens of die article io questioib. Bst 
it should always be borne in asind that it is not widi 
the interests of any particular dsss that the legis>* 
later ought to concern hims^^r-^The circumstimce 
of restrictions being advantagoous to a single dass^ 
is not enough to show that diey are expedient : To 
^stabliiEb this it must also be shown that they jan ad^ 
vantageous> or at least not mjtnrious, to the oonsum*. 
et$f or, in oth^ words, to the fuhUc in gtmruL J£ 
restrictions are advantageous to the lilteri th^ ought 
to be maintained, but if they are injurious to diem, 
they ought as certainly to be abolished^ Comm^ 
tion is the sole end and purpose of production ; and 
the interests of the producer ought to be attended to 
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only SO 4kr ts intty be neoeMaiy for prouioiing the is- 

tefest^ of tfce consfiimeFs* ,. 

We have i^ady Been that no eoantry ^ap posiibly ( 
employ a greater number of workmen than its eapital 
t^n feed and maintam. But it i$ plain tba^t no re- 
strictive regulation can of itself add onejpngle atom / 
to that capital. It ms^, and indeed most ffequeiMly >^^j; 
does, divert a. portion of it into cbmnels into which ^ <^i\ 
itvrottid not otherwise have flowed : This, how«veip, w^lcuw^ ^' ^ 
is its onl^ effect J and the real questioa for our cond- (pv^^' \^\^ 
deration is, — ^whether the artificial, direction which is 
thus given to a portion of the national eapital, ri- 
ders it more or less produetive than it would have 
tieen, had it been left at liberty to seek out channds . 
of employment for itself? — ^ 

In discussing l^is qnestionit maybe observed, in the 
first phice, that every individual is constantly exei^- 
ing himself to find out the most advantagecms me- 
thods of employing his capital and febour. It is tme 
that it is his trwn advanti^, and not ithat of the so- 
ciety, which be has in view ; but ais a society is nothing 
more than an aggregate collection of indhiddMis, it 
is plain that each, in steadily pursuing his own ag- 
grandizement, is following that precise line of con«- 
dnct which is most for the public advantage. It is 
a consequence of this principfe, tha); if no par- 
ticular branches of industry were encouraged more 
than others, those would be preferrpd which na- 
turally afforded the greatest facilitiei^ for acquiring 
individual fortunes, and, consequently, for increas* 
ing the capital of the country. Self'^terest is the 
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most powerful stimulus that can be applied to ex? 
cite the industry, and to sharpen the intellect and 
ingenuity of man ; and no proposition can be more 
true than that each individual can, in his local situ- 
ation, judge better what is advantageous and useful 
for himself than any other person. ** The states- 
man," says Dr Smith, << who should attempt to di- 
rect private people in what manner they ought to em- 
ploy their capitals, would not only load himself witb 
a most unnecessary attention ^ but assume an authority 
which could safely be trusted, not only to no single 
person, but to no council or senate whatever, and 
which would no where be so dangerous as in the 
hands of a man who had folly and presumption 
enough to fancy himself fit to exercise it." * 

But, in the second place, it is evident, that the 
prevention of the importation of foreign produce has 
in efi&ct the consequence, so justly censured by Dr 
Smith, of dictating to individuals in what manner 
they shall employ their capital and labour. If no 
such preventive regulations existed, no produce 
would ever be raised in one country that it could 
import at a cheaper rate from another. The con- 
duct of the society would then be regulated by 
the same principles that regulate the conduct of 
each individual in private life j and it is the maxim 
of every pmdent master of a family, not to attempt 
to make at home what it would cost him more to 



* Wealth of Nations, II. p. 182. 
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mitke iban to buy* Each indiYkhid avails Imnself 
tf the peculiar productive powers and capacities of 
every other individad. Thetailor, as Dr Smith has 
remarked) does not attempt to make bis own shoes, 
but buys them from the shoemaker. The shoemak- 
^, on his part, does not attempt to make his own 
clothes, but raiploys a tailor. And the farmer makes 
neither the one nor the other, but exchanges his 
com and cattle for the clothes and shoes of thei»e ar- 
tificers. In all civilized societies, each individual 
finds it for his advantage to employ his indus- 
try in some particular business ; and to exchange a 
part of his peculiar produce for such parts of the pro- 
duce of the industry of others as he may have occa- 
sion for. And it is certainly no easy matter to dis- 
cover why that conduct which is universally aidmitted 
to be wise and proper in individuals, should be fool- 
ish and absmrd in the case of a state,— that is, in the 
case dT the tbtal number of individuals inhabiting a 
particular tract of country ! 

It must be remembered that the utmost freedom 
of commerce will not enable foreigners to supply us 
with those commodities that can be as cheaply pro- 
duced here as in other countries. Home producers 
have always great advantages over foreigners. The 
price of their commodities is not enhanced by the 
expence of conveyance from distant countries ; and 
diey are intimately and familiarly acquainted with 
the language, laws, fashions, and credit of those with 
whom they deal. A foreigner is deprived of almoin 
all these advantages — advantages with which nothing 
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but the comparative ehei^ness of his goods could ehrer 
enaiAe hhn to contend. But if a fore^^r can sap* 
ply us with any article cheaper than we can raise it 
at home, why should we not buy it from him ? Why 
should we not extend the same principle to &xreiga* 
ers we find so extremely adyantageou3 in conducting 
our intercourse with our next neighbours ? Though 
our ports were open for the reception of all the com- 
modkies of all the commercial nations in the wQrtd» 
it is certain no one would purchase any porticm d^ 
them unless he found it f(»r his advantage,-— that is, 
unless he obtained the article purchased from the fo- 
reigners by a less sacrifice than he could have ob- 
tained it for firom his own countrymra. And it 
is obvious, diat, in allowing this purchase to be made, 
or this intercourse to take pkce, we not only allow 
our own citizens to buy the goods winch they want 
in the cheapest market, but we also allow them to 
sell their own goods in the dearest murket, or to ex- 
change them where they get the greatest quantity of 
other prodoce in their stead. 

It has been said, aqd I believe truly, that, had it 
not been for restrictions on importation, several ma- 
nufactures that now fnrnish employment to a consi- 
derable potation, would most probably never have 
bad any existence amongst us. But, while I admit 
this^ statement, I deny that it forms any valid objec- 
tion to the i»inciples now laid down. It is just 
as little for the interest of nations as of individu- 
ds to engage indiscriminately in evay possible em- 
ployment. The grand princifrie of the (^vision of 
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labour ought to be equally req>ected by communis 
ties OS by single ftmiUes. Every people wUl always 
find it for tbeir advantage to addict themselves in 
^fi^enee to those branches of industry in which 
they have a superiority over others. For it is by this 
Means <mly that they can ever fully avail themselv^ 
of the peculiar capacities of production given to each 
particular nation, and tlmt their capital^ and tl^ labour 
of their husbaodmen and artizmis, can be rendered 
most effident. 

It is most certainly true, that, after a restrictive 
and artificial system has been long acted upon, its 
abolition smist necessarily be productive of consider- 
able embarrassment and hardship to individuals: And 
for this reason, no wise, just, and libend government 
will ever rashly adopt any measure, however ex- 
pedient imd proper in itself, that might have the im« 
medkte effect to injure a considerable class of its 
sttfojects. Every change in the public economy of al 
great nation ought to be cautiously and gradually ef- 
fected. Those who have capital employed in busi- 
nesses, carried on under the protection of a restrictive 
regulation, ought to be afforded a reasonable time, 
and every facility, either to withdraw entirely from 
their businesses, or to prepare to withstand the free 
competition of foreigners. But this is aJl they can | 
justly claim. The fact of our having departed, on 
me or more occasions, from the sound principle of the 
fieedom of industry, can never be alleged as a suffi- 
cient reason why we should obstinately persevere in 
a course of policy which has been ascertained to be 
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most mimical to the public interests, or why we 
should refuse to avail ourselves of the earliest oppor- 
tunity of reverting to a better system. To act on 
such a principle would be to perpetuate the worst 
errors and absurdities, and would be a proceeding 
utterly inconsistent with all the ends and objects of 
government. 

It is abundantly certain, too, that the loss and in*- 
convenience that must always follow the exchange 
of an exclusive for a liberal commercial system, have 
been very greatly exaggerated. But, whatever might 
be the case in this respect in other countries,'our su- 
periority in the arts is so very great, that only a very 
inconsiderable proportion of our population would be 
driven from the employments now exercised Jby them 
by the freest importation of foreign productSiTAdmit- 
ting, however, that this measure might have the ef- 
fect to force a few thousand workmen to abandon 
^ their present employments, it is material to obsei^e, 
^) that equivalent new ones would, in consequence, be 

opened to receive them j and that the total aggre- 
gate demand for labour would not be in any degree 

[diminished by the abolition of the restrictive system. 
Suppose that, under a system of free trade, we im- 
ported a considerable proportion of silks and linens 
now wholly manufactured at home : It is quite cer- 
tain, inasmuch as neither the French nor Germans 
would send us their commodities gratis, that an equi^ 
valent amount of British commodities would have to 
be sent abroad to pay those we imported from them ; 

I And hence it is obvious that such of our artificers 
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as bad previously been engaged in our silk and ^ 

Imen nuoiufaetures, and were thrown out of these L-^' 
eniploymentSi would J^JIJ^^djs^ely obtfun employ- / 
ment in the manufacture of the products that mu'sT 
be exported as equivalents for the foreign silks and 
linens. Should we import ten or twenty millicms 
worth of foreign commodities this year more than 
we imported last year, it is undeniably certain we 
shall have to export ten or twenty millions worth 
more of our peculiar products to pay them. And, 
therefore, if ea^ortation be a good thing, and the 
most ardent admirers of the restrictive system admit 
it to be such, importation must also be a good thing 
— for the two are inseparably and indissolubly con- 
nected ; and to separate them, even in imagination, 
infers a total ignorance of the most obvious princi- 
ple. All commerce, whether carried on by indivi- 
duals of the same or of different countries, is found- 
ed on a jfoir principle of reciprocity. Buying and sell- 
ing are in commerce, what action and reaction are 
in physics, always equal and contrary. If we will not 
buy from others, it is utterly impossible that others 
can buy from us. Every sale infers an equal purchase ; 
and every purchase infers an equal sale. To prohi- 
bit buying is, therefore, exactly the same thing, in 
effect, as to prohibit selling. No merchant ever did, 
or ever will, export a single bale of goods, if he is 
prevented from importing a greater value in its stead. 
But it is impossible that he can do this, if the com- 
modities which foreigners have to give as equivalents 
for ours are excluded. In whatever degree, there- 
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fort, an unrestricted fyniga trtde might kad us to 
Ficeive conunodtties from other ooiintrie6» in tlie 
same degree it wmild render those oeuntriea custom^ 
ers for oin- commeditiet-^would pfomote dur maim* 
£Mtures aiid extend oar trade. So long as we co* 
operate with nature, we cannot be undersold by 
odiers i whUe, fitmi the reciprocity of comn^roC) 
every inorease in the productire powers of hbaur 
which should enable us to consume, or, which is the 
same thing in a commercial point of view, to fumbh 
an equivalent for an inoreased quantity of foreign 
commodities, would occasion a proportional enlarge- 
ment of the market. It is therefbi^ obvious, that 
if, instead of imprudently endeavourii^ to raise eA 
home what might be more cheaply imported from 
abroad, we were to employ our ci^tal and industry^ 
exchnively, in those branches in which our insular 
sitaation, our inesbaustible supplies of coal, and our 
ittproved machinery^ give us a natural and real ad- 
vantage, we should carry our commercial proiqperity 
toa ^ higher pitch than it htm hitherto attained, 
and establish it on a broad and unassailable fimnda* 
tianw 

The arguments thus briefly stated, to show the 
benefits of commercial freedom, and the impolicy of 
attempting to {Nromote industry at home by laying 
restraints on importation frcmi abroad, have been 
repeatedly advanced* The advantages of the free* 
dom of commerce were ^chibited, as already stated, 
in a very striking pcrnit of view, by Sir Dudley North, 
nearly me hundred wd forty years since ; and Sir 
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Matthew Dodfier and the c^Mimted David Httme 
ittbsequendy ttlwtjeAted mi mforeed the aame pm* 
«ifdes» and shoviFed the rujaons conaequence^ of the 
frcdiibkiTe syatem. But the ccwpiete overthrow of 
that system was reserved fi»r Dr Smith; who haa 
aaramjped and refuted the various arguaients ixk fa^ 
vow of tike reatrietiom laid oo eommercial indtts- 
try 10 the moat able and nMsterly waoner^ and 
with an amplitude of illustration that leaves nothing 
to be dedred* Such, however, and so powerful 
were the pr^udiees in favour of the old system, and 
4such the obstacles opposed to the progress of more 
^ilaiged and liberal opinions, that, notwithstanding 
Dr Smith's work has been in general circuh^ioA £ar 
about half a century, it is only within these very few 
yean that iri;atesmen and merchants have given a prae* 
tical assent to its doctrines, and have attempted 
to act on them. But, fortunatdy, a new era has 
«t Ittigth begu&^iiot^M faclorum nascitur crdo / 
The principles of free trade are no longer viewed as 
barren and unprofitable speculations— as the visions of 
theorists, dresming in their closets of puhHc happi- 
ness never to be realized. They have received the 
sanction of the Parliament of England. To the glory 
of being the first to promulgate and demonstrate the 
trudi of this just and beneficent system, we can new 
daim the higher praise, of being the first to give it a 
practical bearing and real efifect It is true^ that mo- 
nopoly is still deeply ingrafted on our commercial 
policy, and that we still allow some most important 
branches of trade to labour under the most oppressive 
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and vexfttiotis restraints. But it is a great deal to have 
commenced the return to a better system ; and to 
have puUicly declared our conviction, that the free* 
doni of commerde is productive alike of private ht^ 
piness and public prosperity. *^ And if,'' to use the 
words of a distinguished statesman, *' in the long and 
honourable career which is still open to the adversa- 
ries of commercial restrictions, monopoly, and prefer- 
ence, the same spirit shall animate, the same resolu- 
tion uphold the country and the Legislature — ^if full 
imd uncompromising effect be finally given to a sys* 
tem confirmed by experience, and sanctioned by pub- 
lic applause, not this age, nor this country alone, will 
have reason to bless our exertions. There is no pe- 
riod so remote, there is no nation so barbarous, in 
which we may not confidently anticipate that these 
successful researches of British philosophy, this aus- 
picious example of British policy, will become, under 
the favour of Providence, a pure and ample source of 
continually increasing human happiness." * 

Monet. — When the division of labour was first 
introduced, one commodity was directly bartered for 
another. Those, for example, who had an exc&s of 
com and were in want of wine, endeavoured to find 
out those who were in the opposite circumstances, 
or who had an excess of wine and wanted com, 
and then exchanged the one for the other. It 



* Lord GrenviUe's Speech, at the Dissdution of the Levant 
Company, 11th February 1825. 
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18 obvious, however, that the power of exchang- 
ing, and, consequently, of dividing employments, 
must havt been confined within very narrow limits, 
so long as it was restrkted to mere barter. A might 
have had a surplus of wine, and B might have been 
anxious to purchase it ; but if B had no commodity 
that A stood in need of, no exchange could take 
place between thetn* To avoid the inconvenience 
of such situations, every prudent man, in every ajge 
of the world, after the first establishment of the di- 
vision of labour, must naturally, as Dr Smith has ob* 
served, have endeavoured to manage his affairs in 
such a manner, as to have at all times by him, be- 
sides the peculiar produce of his own industry, a 
certain quantity of some one commodity or another, 
such as he imagined few people would be likely to 
refuse in exchange for the ^oduce of their indus- 
try. * 

Now this commodity, whatever it may be, is money. 

An infinite variety of commodities have been used 
as money in different countries and periods* But 
none can be advantageously used as such, unless it 
is possessed of several very peculiar qualities. The 
slightest reflection on the purposes to which money 
is applied, must, indeed, be sufficient to convince 
any one that it is indispensable, or, at least, exceed- 
ingly desirable, that the commodity selected to serve 
as money in a civilized society should, (1.) be di- 
visible into the smallest portions ; (3.) that it 

* Wealth of Nations, I. p. 34. 
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iliQttId adittit of being k^ for an ind^mte period 
without d^t^oratiDg; (3.) tlmt it shouldt by pos* 
sesfiing gre^it value in smbll bulk, be easily transport- 
ed ; (4.) tbut one piece of money of a certain denami** 
oatiout ahould always be precisely equivalent bo^wrf 
odier piece of money of the swie dencmiination ; a»d 
(5.) that its value should be <^mp«:ative]y steady, 
or as little subject to variation as possible. Without 
the Jirsl of thc^ qualities, or the capacity of beii^ 
divided into portions of every different magnitude 
and value, money, it is evident, would be of almost 
no use, and could only be exchanged for the few 
commodities that might happen to be of the same 
value as its indivisible portkms, or as whole multiples of 
them : WitlK>ut the second^ (h: the capacity of b^i^ 
kept or hoarded without deteriorating, no one would 
c]M)pse to exchange conmodittes ios money^ except 
only when he expected to be able immedii^ely to 
re-exchange that^ money im some odier c(mim(^ty 
ha was desirous to obtain : Without the thirds ot fa- 
cility of transportati(m, money could not be conve*- 
niently used in transactions between places at any 
considerable distance : Without the^urtk^ or perfect 
sraieness, it would be extremely difficult to apprecl* 
ate the value of diiSferent pieces of money : And 
without the Jifth quality, or compari^ve steadiness 
of value, money could not serve as a standard by 
which to measure the value of other commodities ; 
and no one would be disposed to exchange the pro* 
duce of his industry ibr an article that might shortly 
decline considerably in its power of purchasing. 
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The muoDof the cb£ferent qualities of compara- 
tive steadiness of ralue, divisibility, durability, faci- 
lity of transportation, and perfect sameness, in the 
precious metals, has, doubtless, formed the irresisti- 
ble reason that has induced mankind, in every civi- 
lised community, to employ them as money. The 
value of gold and silver is certainly not invariable, 
Init, generally speaking, it changes only by slow de* 
grees ; they are divisible into any number of parts, 
and have the singular property of being easily re- 
united, by means of fusion, without loss ; they do not 
deteriorate by being kept ; and, from their firm and 
compact texture, they are very difficult to wear. 
Their cost of production, especially of gold, is so con- 
siderable, that they possess great value in small bulk, 
and can, of course, be transported with comparative 
facility ; and an ounce of pure gold and silver, taken 
from the mines in any quarter of the world, is pre- 
cisely equal, in point of quality, to an ounce of pure 
gold or silver dug from the mines in any other quar- 
ter. No wonder, theref<»re, when all the qualities 
necessary to constitute money are possessed in so 
eminent a degree by the precious metals, that they 
have been used as such, in civilized societies, from a 
very remote era. " They became universal money,** 
as M. Turgot has observed, ** not in consequence of 
any arbitrary agreement among men, or of the inter- 
vention of any law, but by the nature and force of 
things.** 

The greatest drawback attendant on the use of 
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gold and silver as money consists in the li%h Talue 
of these metals» and in the consequent expenee they 
occasion ; and there can be no doubt that a desire to 
lessen this expence has be^i one of the chief causes 
that has induced all highly civilized and c(»nmercial 
nations to fabricate a portion of their money of s«ie 
less valuable material. Of the various substitutes 
that have been resorted to for this purpose, paper is, 
in every respect, the most eligible. By using paper 
instead of gold, we substitute the cheapest in room 
of the most expensive currency ; and enable the so* 
ciety, without loss to any individual, to exchange aU 
the coins which the use of paper money has render- 
ed superfluous, for raw materials or manu£sictured 
goods, by the use of which both its wealth and its 
enjoyments are increased. Ever since the introduc- 
tion of bills of exchange, almost all great commer- 
cial transactions have been carried on by means of 
paper only. It has also been used to a very great 
extent in the ordinary business of society. And as 
paper notes of given dencmiinations may be rendered 
exchangeable at the pleasure of the holder, for given 
and unvarying quantities of gold or silver,' tjieir va- 
lue may be maintained on a par with the value of 
these metals j and all injurious fluctuations in the 
value of money may be as effectually avoided, as if 
it consisted wholly of the precious metak. 

We shall afterwards endeavour to unfold the prin- 

, ciples that determine the value of commodities, and» 

consequently, of money, which is nothing whatever 
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but a coramoiUty* And as the observations now 
made seem to be sufficient to give such a general 
idea of the nature and functions of money, as is ne- 
cessary to facilitate the acquisition of a knowledge of 
the principles of Political Economy, the reader is re- 
ferred to the authors who have treated expressly of 
Money, for a further elucidation of the vaiious ques* 
tions connected with it. 



Section III* 

Different Employments of Capital and Labour — Agriculture, 
Manufactures J and Commerce, equally advantageous-^The 
investment of Capital in different Businesses determined by 
the Rate of Profit which they respectively yield- 

In the previous section, it has been shown, that I 
the increase and diminution of capital is the grand 
point on which national prosperity hinges,— ^'that 
if you increase capital, you i nstantl y increase the 
means of supporting and employing additional labour- 
ers — and that if you diminish capital, you instantly 
take away aTportion of the comforts and enjoyments, 
and perhaps also of the necessaries, of the productive . 
classes, and spread poverty and misery throughout 
the land ; and it has also been shown, that the in- 
crease or diminution of the rate of profit is the gre^ 
cause of the increase or diminution of capital. Now, 
if such be the. case, it seems impossible to resist com* 
ing to the conclunon, that the employments which 
yield the greatest profit^ or in which industry is most 
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productive) are the most advantageous. But Dr 
Smith, Mr Malthus, and most other political ecoao- 
mifits, have objected to this standard* They allow 
that if two capitals yield equal profits, the employ- 
ments in which they are engaged are eqtmJfy benefit 
cial to their possessors ; but they contend, that, if 
one of these capitals be employed in agricnlture, k 
rwiil be productive of greater public advantagc^tttnot 
difficult, however, to discover that this opinion rests on 
no good foundation ; and to show that the average 
rate of profit is, under all circumstances, the single 
and infallible test by which we are to judge which em- 
ployment is most and which is least advantageous. 
A capital may be employed in Jour different ways ; 
either, firsts in the production of the t«w produce re- 
quired for the use and consumption of the society ; 
or, secondly^ in manufacturing and pr^aring that 
raw produce for immediate use and consumption ; or, 
thirdly^ in transporting the raw and manufactured 
products from one place to another according to the 
demand ; tst^ fourthly^ in dividing particular portions 
of either into such small parcels as suit the conve* 
nience of those who want them. The capitals of «I1 
those who undertake the improvement or cultivation 
of lands, mines, or fisheries, are emfdoyed in the first 
of these ways ; the capital of all master-mannftctur- 
ers is employed in the second ; that of all wholesale 
merchants in the third ; and that of all retailers in 
the fourth. It is difficult to conceive that a capitid 
can be employed in any way which may not be class- 
ed under some one or other of these heads. 
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On the inqmrtaUce of tbe eoii^yinrat of capital 
in the acquisition of i^w pr^uce» and especially la 
the cultivation of the soil^ it is unnecessary to en« 
hige* It is £rom the ^il> including under that term 
mines and fisheries^ that the matter of all commodi- 
ties that either minister to our necessities, our com- 
fbrt8» or our e^joymentib must have been originally 
derived. The industry which ap^priates the rair 
productioQs of the earth* $a they are offered to us by 
nator^y preceded every other. But these spontaneous 
productions are always extremely limited^ And it 
is by agriculture only, that isi by the united applica- 
tion of immediate labour and of ctapital, to the culti* 
vmtion of the ground, that laige sullies of those 
spocies of raw produce^ which fonn the principal part 
of die Aod of man, can be obtained. It is not quite 
certain that any of the species of grain, as wheat» 
barley, rye, oats» &c. have ever been discovered grow- 
ing ^[lontaneoualy. But, although this must origin- 
ally have been the case^ still the extreme scarcity of 
such ^ntaneous prodiu^tions in every country with 
which we are acquainted* and the labour which it re* 
quires to raise them in considerable quantities* prov^ 
beyond all question that it is to agriculture that we 
ate dmoat exclusively indebted for them. The 
tnaaition Gcom the pastoral to the ^^ricultuial mode 
of life is deddedly the most impcnrtant step in the 
progress of society. Whenever, indeed, we compare 
the quantity of food, atid of other raw products, ob- 
tained from a given surface of a well cultivated coijiur 
try, with tho^e dbfaiined from an equal pur&ce of m 
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equally fertile couiitry> occupied by hunters or shep- 
herds, the powers of agricultural industry in is* 
creasing useful productions appear so striking and ex- 
traordinary, that we cease to feel surprise at the fn^e- 
ference which has been so early and generally ghren 
to agriculture over manufactures and commeree ; 
and are disposed to subscribe without hesitation ^to 
the panegyric of Cicero when he says, " Omnhmau- 
tern rerum ex quibus aliqmd aquiritur^ mbil est 
agricultura melius^ nihil uberim^ nihii dtdcmf nihil 
homines nihil Ubero digniusJ* 

But are there really any just grounds £nr ijus ^pre- 
ference? ^re not manu&etures and coaimme 
equally advantageous as agriculttore ? It is platn^ 
that without agriculture we could never possess any 
consideraMe supply of the materials out of which 
food and clothes are made ; but is it tuA equally 
plain, that without a knowledge of the arts by. which 
these materials are converted into food ai^ dothes, 
the lai^est siipply of them could be of little or no 
service ? The labour of the miller who grinds the 
com, and of the baker who batiks it, is equally ne<^ 
cessary to the production of bread, as the labmir of 
the husbandman who tills die ground. It is the 
buslhess of the agriculturist to riuse flax and wool j 
but if the labour (i( the spinner and we^er had; oot 
given them utility, and fitted them for being made 
a comfortable dress, they would have been i^arly, if 
not entirely ^rthless. Without the labour of the 
miner who digs the mineral from the bowels of the 
earth, we could not have obtained thevmatter out of 
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wlrioh mmy of 0or itiost useful iAiptements and 
splendid articles of ftarAitme have be^ made ; hnt 
if we compare the ore when dtig from the mine unth 
the finished armies, we shall certainly be eonvineed 
that the labour of the pmrifiere and r^ners^ of Uie 
ore, and of the artists who have afterwards convert- 
ed it to useAii purposes, has been quke as^^idvtti* 
tageoiB as the industry of the miner. 
^ fiat not only k it certiMn that mamifacturing. in- 
dustry, or that species of industry which fits and 
adapts the raw produce of nature to our use, is re« 
quisile to render its acquisition of any oo^iderable 
value ; but it is also certain, that without manirfae* 
turing industry this very raw produce could nevei: 
have been obtained in any considerable quantity. 
The labour of the mechanic who fabricates the plough 
is asfefficioi(m& in the production of <»om as^ the la* 
bour of the hudiiandman who guides it. But the 
pkugh-wri^t, the millwright, the smith, and all 
those artizans who prepare tools and machines for 
the husbandmen, are really manufacturers, and dilFer 
m no req>eet whatever from those who are employed 
to give utility to -wool and cottcm, exeept that they 
rwork on harder materials. The fixed capital vested 
in tools and machines is the product of the Itdbour of 
the tool and engine manufacturer ; and without the 
aid of this fixed capital, it is impossible that agricul- 
tural labour, or that any other sort of labour, could 
ever have become considerably productive. 
. " Distinguer,*' says the Marquis Gamier, " le 
travail des ouvriers de Tagriculture d'avec celui de^ 
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aiUrai ouvrion^ e3t m» tkttaBctim prei^ae'tQiqoiiis 
oiaeiise. To«te ckdMesieb idAM 1e mm dam kqmi 
,nw8 la ^OQoevoiiib ^t n^^enwrraMtiit b rdadtit db 
iees deux genres da tii»raU» et h ejaajapmataon iie 
peut pas plus jse faster 4e l-uaique de l^smtre. Sans 
leur coDCOurs siiiiukaii^ il ne pent j wok da cluae 
xmumamablet et par eona^ent poiaft de aickeaBa. 
Comment pournut-^on done confaiar leuxi paodnils 
respectifi^ puisque, en s^panuit ces dews Mpioes de 
travail, on ne peut plus eoncevoir de y^iitable pro- 
duitt de iHX)duit conaovwiaUe et ayant ane mkum 
t^e ? Im valair du bl^ sur pied n&sidle de Tinduii- 
trie diimoisflanBeur qui sseiieiUflfa, da hattear qni 
la o^patsera de la paiUe, du meuaier et du boulasger 
qui le ^oDirertiront suceeasiyenwat ^en farine A en 
paint *wt ooiune eUedr^uUe4u (travail rda^Iafaoia^ear 
et du saneut. Sans ie teavail du tisseondt le lin 
n'auffiat pas plus ]e droit d'etre ^ampt^ au nowdbre 
des loesses, qpie Tortie ou tout autre v^tal inu- 
tile. A quoi paurKSAt-il ^nc servir jd» reohercfaer 
lequel de^ ces deux genres de travail eontrSme le 
l^us h Paviuicementde la richesse nationale ? N'«at- 
ee pas cmnme si Hon disputait pour savoir leqoeU du 
faed adroit ou du pied gaucbe^ ert plus utile dans 
Tafotion de marcher ?*'* 
Jn fact, tbere is not at bottom any real distwctiaa 



* See page 58 of the Discours Preliminaite to the second 
edition of the translation of the Wealth of Nations, by the 
l^ar^nis Oartfter. The same passage is in the iirst edition, 
pabliahodinl8a2. 
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hkwmm agrieukural aiid maimfiieturing industry. It 
^ as has already been shown, a vulgar error to sap- 
pose that the operatUma of husban^ add any thi^ 
to the stoeh of matter already in existence* All that 
man can do^ and all diat he ever does, is merely to 
^0 to matter that paitieular form or shape whi^ 
fita it for htt uee^ But it was contended by M. 
Que«My and the fWnch economistsi and their opt- 
ffiens fettte ki this instance been espoused by Dr 
Siiith, that the labour of the husbandman in adapt- 
ling matter to our use is powerfoUy facilitlited by the 
aid derived from the vegetative powers of nature, 
whiles the labour of the manufacturer has to perform 
every ^ng itself widiout any sneh eo-opera(sion.«--^ 
** Tift equal quantity of productive labour, or capital 
employed ra manufiietures/' says Dir Smith, ^'ean 
ever occasion so great a reproduction as if it were 
employed in agriculture. In manufiiciures nature 
does HOTHiNo, man does all ; and the reproduction 
must always be proportioned to the rtrength of the 
agents that occasion it. The capital employed in 
agriculture, therefore, not only puts into motion a 
greater quantity of productive labour than any equal 
capital em[doyed in manufactures, but in prc^rtion, 
loo, to the quantity of productive labour which it 
employs, it adds a much greater value to the annnal 
produce of the land and labour of the countiy, to the 
real wealth and revenue of its inh^bitaRts. Of all 
the teai/s in which capital can be emplqjfed, it is 
hffiir the most adtHtntageous to the s^ieUf/*"^ 

* WeaUh of Nations, 11.^.^. 
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Tbis is perlmps the most ob^ionable paange in 
the Wealth qf Nations ; and it is really astonidiing 
how so acute and sagacious a reasoner as Dr Smidi 
eould have maintained a doctrine so manifestly erro« 
aeous. It is indeed true, that nature powerful^ 
asMsts the labour of man in agriculture. The hus- 
bandman prepares the ground for the seedi and de- 
posits it there; but it is nature that unfidds the 
germ, that feeds and ripens the growing fbmU and 
brings it to a state of maturity. But does not na* 
ture do as much for us in every other department of 
industry ? The powers of water and of wind, which 
move our machinery, supp(»t our ships, and impdf 
them over the deep, — ^the pressure of the atmosphere, 
and the elasticity of steam, which enable us to work 
the most stupendous engines, are they n(^ the spcm^ 
taneous gifts of nature ? In fact, the single and ex-» 
elusive advantage of machinery consists in its having 
enabled us to press the powers of nature into our ser- 
vice, and to make them perform the principal part of 
what would otherwise have been wholly the work of 
man. / In navigation, for example, is it possible to 
doubt, that the powers of nature — the buoyancy of 
the water, th^ impulse of the wind, and the polarity 
of the magnet; contribute fully as much as the 
lajbour of the sailor to waft our ships from one hemi- 
sphere to another ? In bleaching and fermesita-* 
lion the whole processes are carried on by natural 
agents. And it is to the effects of heat in softening 
and melting metals, in preparing our food, and in 
warming our houses, that we owe many of our most 
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po<veirfttl and convenieiit instruinents^ and that these 
narthen cUmatea have been made to affi>rd a comfort* 
able habiti^ion. So iar> indeed, is it from bang true 
that nature does much for man in agriculture, and 
nqihing in manufactures, that the fact is nearly the 
r^verse^* There are no limits to the bounty of nature! 
in^manufactures^ but there are limitSy and those not 
very remotes to her bounty in agriculture. The 
greatest possUde amount of caj^tal might be expended 
iH' the construction of steam-engines, or of any other 
sort of machinery, and after they had been multi^ied 
to infinity, the last would be as powerful and as effii- 
dent in saving labour imd producing commoditi^ as 
the first. Such, however, is not the case with the 
aoii. Lands of the first quality are speedily exhaust- 
ed i and it is impossible to i^ply capita^ indefinitely 
even to the best soils, without c^tf^ining from it a 
constantly diminishing rate pf pro%. The rent of 
ihe landlord is not, as Pr Smith conceived it t9 bcji 
the recompense of the work of nature remaining^ af- 
ter all that fs^t of the product is deducted which 
can. be r^arded as the recompense of the work qfj 
man ! But it is, as we shall hereafter show, the ex* 
eess. of produce obtained from the best soils in culti- 
vation, over that which is obtained^rom the worst — 
it i£[ a Qonsequence not of the increase, but of the di- 
minutiw of th$ productive power of the labour em;- 
l^oyed in i^pricttUure. 

But if the giving utility to matter b^, as it i;eaUy 
is, the single and exclusive object of every species of 
pproduptiye in4ttstry, it is plain that the qapital and 
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fadMur whiefc is em^Itryed m ^fryit^ comttodltier 
from whei^e they are produced to where they are f^ 
be consumed; and in dividing them into tninate poiv 
tions, so as to fit the wMtd of thb coUsumeifs, k rM^ 
ly as productive as either agiicuHure 6r tnittliifiM^^ 
tures. The labour of the minei* gives Utility to vM^ 
ter — to coal for example — by bringii^ it ftttto the 
bowels of the earth to its sur&ce ; but the kbdot of 
the merchant, or carrier, who transports diis Mai 
from the mine whence it has been dug to the city, of 
place where it is to be burned, gives it a further^ and 
perhaps a more con^derable value. We do not 6we 
our fires exclusively to the miner, or exchisltely tlO 
the coal merchant. They are the result of the cdft- 
joint operations of botii, and also of the ope^tionso^ 
all those who have furnished them with the tools and 
implements used in their respective employments. 

Not only, however, is it necessary that commodi- 
ties should be brought from where they are produced 
to where they are to T)e consumed, but it is ako ne^ 
cessary that they should be divided into subh smatt 
^nd convenient portions, that each individud may 
have it in his power to purchase the precise quantity 
6f them he is desirous of obtaining. •* If,** says 
Dr Smith, << there was no such trade as a butehm*, 
every man would be obliged to purehaa^f a whdle ox 
or a whole sheep at a time. Thiis would f^enittil^ 
be inconvenient to the rich, and mnth m6te so to 
the poor. If a poor workman Was Obliged to pur- 
chase a month's, or six inonths' provisions at a t&ne, 
a great part of the stock which he eMploys as a ca^ 
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^tff) in t^e instrvftieiltB ^ his trade, or in the Iwni- 
tore of his shop» md which yields him a reveiuie^ he 
wottld be forced to fdace in that part of his stock 
#bidi k leserfed for immediate coD«raiptioiv and 
which yi^s him no reretiiit. Nothing can be more 
convenient lor such a person than to be able to pur* 
ebise his subsist^ce from day to day, or even Brom 
hour to hour, as he wants it. He is thereby en* 
abkd to^ €liiid<)y idmost his whole stock as a capital 
He is Ihm enabled to furnish worli^ to a greater va* 
hie, and iSie profit which he makes by it in this way 
much more than comp^Mates the additional price 
wkich tMe labour of the retailer gives to the goods* 
Tho prejudices of somie political writers against shop- 
kqep^s imd tradesmen are altogeidier withoid: foun- 
dation» So &r is it from jbeing necessary, eiti^r to 
tax tbeoiy or to re^arict their nnmb^s^ that they cdn 
newer be multiplied so as to hmt the puUic in* 
t^rests, though they may so as to hurt their own in* 
dividual iiU^erests. The quantity of grocery goods, 
for example, ^ich can be sold m a particular town, 
ift limited by the demand of that town and its neigh- 
bonrtiood. The oafNita], thel'efore, which cmi be ad- 
vantageously employed in the grocery trade, cannot 
exceed the capital required to purchase and retail 
these goods^ If this capita] is divided between two 
diffident grocers, their coqipetition wfll obviously 
tend to mdte both of them sell dieaper (iian tf it 
were in the hands of one only ; and if it were di* 
vided among twenty, their competiti<m would be 
just so much die greater, and the chmice of their 



Digitized 



by Google 



IS^ DIFF£B£VT EttPLOYMV^TS OF 

eoittbiaiog together in onier to raise the price just 
80 much the less. Their conpetitioD might, per- 
haps, ruin some of themselves ; but to take care of 
this is the buaoess of the parties conoemedt and it 
mqr safely be trusted to their. discretion. It can 
never hurt either the consumer or the producer ^ 
on the contrary, it must tend to m^ the retaiL»s 
both sell cheaper and buy dearer^ ihan if the. whole 
trade was monq>olized by one or two persons. Some 
of them, perimps, may occasionally decoy a weak 
custoQDier to buy what he has no occaa&on for. This 
evil, is, howev^, of too little importance to deserve 
the- public attention, nor would it necessarily be pre# 
vented by restricting their nundier.''* 

Thus it appeani^ that all the modes in which capi» 
ud can be employed in productive indiwtry, ot, in 
other words, that the raising of raw produce, the &* 
shioning of that raw produce after it is raised into user 
ftd and desirable articles, the carrying of the raw aad 
manu&etured products from one place to another, 
and the retailing of them in such pm'tions as may 
suit the public demand, are equally advantageous : 
that is, the capital and labour empbyed in any one 
of these departments contributes equally with the ca- 
pital and labour employed in the others, to increase 
the mass of necessaries, conveniencies, wd luxuries. 
Without a previous supply of raw produce, we could 
haVe no manufactures } and without manu&ctures 
^nd commercial industry, the greater part of this mw 

• fVeaUh of N^Uions, Ih ^. ^, 
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produce would be entirely worthlett, and could nei- 
dier satisfy our wants nor oontribute to our oomforta* 
MannfiEieturers uid matthairta are to the body potkie 
what the digestive powers are to the hamaa body. 
We could not exist wUhout food ; but the lai^gest 
supines of food cannot lengthen our days when the 
machinay by which nature adi^ts this food to our 
uae, and incorporates it with our body, is vitiated and 
deranged. Nothing, therefore, can be more nlly and 
childi^ than the estimates that are so frequently pot 
fordi of the comparative advanU^^ of agtioultural^ 
manufiicturing, and commerciid industry. They are 
all intimately and indissolubiy connected, and depend 
upon, and grow out of each other. " liand andr\ 
tnide,^' to borrow the just and foreiUe e^qpresnoM of 
^r Jonah Child, ** are twins, and have always, and 
erer will, wax and Wine together. It cannot be 31 
with trade but lands will foil, ncMr ill with lands but 
trade will feel if This reascming cannot be contro- 
verted ; and on its authority, we are entitled to con* 
demn every attempt to exalt one species of industry, 
by giving it foctitious advantages at the expence cf 
the rest, as being eiSke impoUtic and perniciotts. 
No preference has ever been given, or can be given, 
to agriculturists over manufacturers and merchants, 
or to maimfocturers and merchants over agricultur- 
ists, Without occasioning the most extensively ruin- 
ous consequences. Men ought, in every instance, to 
be allowed to follow their own indinations in the em« 
ployment of their stock and industry. Wh^re ]n« 
dustry is free, the interest of individuals can never be 
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opposed to the ktereMe of dio puUic. Wlm fit 
fiiceeed betl in increesiiig cm 0tm wtdtb, ute mom 
]ieooMu% alio tmeoeed best kt incferaig the ireiMi 
i^the Mite of which me are sat^jeds. 

This ttutdal dependence of the diffiiivnt liraiichtt 
of fndnstry on eacli other, and the Boeessity of their 
oo^petnlion t<yenaUe mankind to nake waj cam- 
derable progread in cilnlisation, how* been afalj illi» 
trated in one of the ^ariy nnoibers of the E^nkargk 
Revkw. <<It may safelybecooolnded, tint aBthoUe 
occupations which tend to supply the necessary wauts^ 
or to multiply the comforts and pleasares of hvman 
life, ut equally prodnetiTOi in the strict sense of the 
word, and tend^ augment the ttiass of human ridies^ 
meaning, by riches, all 4lK>se thh^ which are neces^ 
s«ry, or convenient, or delightlfiil to man^ The pro^ 
gress of society has been productiye of a complete se*> 
paration of empldyments originally nnited. At fiUrt, 
every man profided, as weH as he could, for hb ne« 
cessities as weft as his pleasures, and for ail hi? wants, 
as well as ail his enjoyments. By degrees a division 
of these cares was introduced ; the submstence of the 
cMimumty became the province of one class, its con- 
forts of another, and its gratifications of a third. 
The dilfei^nt operations subservient to the attain^ 
ment of each of ^ese objects were then entrusted to 
different bands ; and the universal establishment of 
barter connected the whole of these divisions and 
snbdivisions together-^-^nabled one man to manufiie- 
ture for all, without danger of starvu^ by not {dough- 
ing or hunting, and another to plough or hunt for 
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jjii^ 9Mumiiiii|r> m It woidd he ,to oay ivhieh o£ the 
XWH; ^vorfiiMii €»phijed in the i^wnfiM^ture^rtf pins 
« tipii^ 99tP«a{»iiriiMik^» or wh^ 
^;q4iicw the c»^< AU th^ bran^es of iMfitf mr 
jjnibFy' iwk ^geth«r to the covihdw endf as^ idl the 
pfufts flf eBcb iMwch co-opei»te to its pwrti<oukr ob- 
je<$« Iff^vi say that the fam^ fisecbs the coipqhuu- 
fy, aiid pro^ii^es aU the i^w materials which the 
4ft)m dasa^ vfoxk iipQil» we aiiswei^ that ludesa ^KieBe 
fftin^x ((dashes worked iftp the raw i»ateriaU» and mp- 
flfy^ the lann^a necessities^ he would he forced to 
i^t part <^hiii labour to tlos employment, whilst he 
iorodi (Wtheiss Ao assist in raising raw produce* In 
aufih a eompIiQited lynt^sui it is dear t^ ;aU[ labour 
haa the sane effect, and eq[ually increasea the whcde 
mass of weal^, Nor can any altonpt be ^aoreiMiin 
ih«t thdrs who would d^ne the partkular partocf 
lihe machine th^t produce the motion, which is ne- 
^eessaiAly the j^esult of die iwkole powers etmbmeif 
and di^efids on eadi particular one of the mutually 
iQQiinected mead>mk.- ^ * 

Much has been said respecting the extraordinary 
mortalityoflarge manufacturing establishments. The 
ready communication of contagion where people are 
crowded together — the want of su£Bicient ventilation 
-p.^6 confinement of chi^dren^ — mA the positive un- 

■ I I I 1 1 I I I II I 1 1 ■ ' I , ■ ■ ri ' f 

» Vol. IV. p. 362. 
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heahhmesd of some pattkmlar prooettes, are ditinki^ 
stances from wfafch most writers hare been hA to m- 
fer that the mortality in mannfiicturiiig cities w^uU 
be unusually great, without ghrii^ themselves llie 
jtvouUe to inquire whether the ikct really was so. 
The returns under the population acts have shown 
tile fallacy of these opinions. The proportion of ma* 
nufacturers to the whole population of Great ^Bri- 
tain was vastly greater in 1810 and 181K) than in 
I78O ; and yet, notwithstanding the extraordinary 
increase of what we have been in die haUt o( 
considering unhealthy em^oyments, the average 
mortality in England and Wries in 1810 wa^ oidy 
one in every 52, and in 1890 only one in every 
V ^58 of the existing popuUtion, whereas in I78O 
f ' it was one in every 40 ! The diminution of mmta- 
lity has been going on gradually since 1750 ; and 
hds doubtless been owing partly to the greater 
prevalence of cleanliness and sobriety amoi^ the 
poor, and the improvements that have been mttie 
in their diet, dress, and houses, partly to the 
drainage of bogs and marshes, * and partly, and since 
1800 chiefly^ perhaps, to the discoveries in mpedical 
science, and the extirpation of the smalLpox. f But 



* The effect of marshes in increaaing mortality is still 
strongly felt in the fenny counties of Lincoln^ Cambridge^ &c. 
See Milne on Annuities, II. p. 453. 

t The dysentery, fturmeriy so Tery fotal, has now almost disap- 
peared. Heberden an the Increase and Decrease of Diseases, 
p. 34. 
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whatever may be the eaiuies of tlnsiiMnjeafled heokbi- 
nessi there is abundant evidence to show that tbejr 
have ant been coante ra c te d by the e:U;en8ion of ma- 
nufaetores* On die ccmtaoy, the healthiness of die 
inhabit4Wte rf cities and towns, where manufactxnes 
aie almost cKdunveiy carried on, has increased inn 
much greater propcnrtion than the healthiness of the 
inhabitaQts of the i^ricultund districts. In Maa» 
Chester, for example, where the average mortatity ki 
1770 was one in ^* it is now reduced to less, than 
one in 4S } and a similar improvemei^ has takm 
place in Glasgow, Paisley, and all the other laigt 
maimfactoring towna» ; It is certain, too, that much 
of this diminution of mortality is a directy and 
not an indir^ consequence of the improvehmit 
and division qf mwufiustures. Every one knows 
of what vast importance it is to health that the 
poor should have the means of providing idieBU 
selves with comfortable dothes at a cheap nrte« 
Amd this is tme of the many advantages which in^ 
provements in mantt&cturing industry alvmys bnng 
along with Aem. Hie reduction in the {Mice of 
Goit<m goods only, occasioned by the greats fimiity 
with which .they are mm produced, l»s endUed 
the poorest individuals to clothe thai^elves in a 
warm, dean, and elegant dress ; and has thus been 
productive of an increase of oom&rt and ^ijoyment, 
c^ whix^ it is extremely difficult for us, who have so 

1 ' ■ ' ■ ■ ■ 

* Dr Percival's Observations on the State of the Population 
in Manchester y If , 4. 
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iMg experienoed lit bettdiMl tiB^ 
wKtent 

Hie eSS&d of the ufcrene wklimion of lahtiar in 
ttanufaotmiiig efltaUishmoiti, aai iJi# exdwiw «U 
toDtum whieh it leqnifes s worknuui to baslMr on one 
ttn^i (^ention, has betn mppoMil to exert a most 
pernioioiis influence on his nsenlQl ftcultbs. The 
gmins of the master is sstd to be enitiveteil, but that 
of th^ HQsknum to be roinhmnnd to perpetml Be* 
gleet. Most meehanioel arts, we are Icddt soeceed 
best undo: a lelal «ap|nreasion of sentiment and m* 
son. Ababit of moving the hand or the ftot is said 
to be independent of either ; and the workshop hm 
been ingeniously compared to an engine, the parts ef 
which are men ! * Dr &nith who has givenso ad^ 
mirable an exposition of the benefits nduoh aeciety 
has deihred from the divisien of hdMXir, has notwith*^ 
standing conourred with the popohu* prqodices on 
thissul^eet; andhasgonesofiurastoafficmthatooB^ 
stant appKcadon to one partiodar ocoi^iatioa in a 
brge manufiu^ry, ^^ necessarily raidmrs tba woifc- 
man as stupid and ignorant as itispossibkJomaie 
a human being J' Nothing can be more. marveUo«a» 
ly incorrect than these ropresentations. Instead of 
its being tme that the werikmen: employed in manu* 
ftetnring estabtishmonts are less intdligent and^amite 
than those employed in agrieuttuoe, the het iadia* 
tinctly and completely the reyerse* The itoavers^ 
and other mechanics of Glasgow, Manchester, and 

* Ferguson o?i Civil Society, p. 303. 
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Birmkigham^ p(m69» inimitely ii¥>re geneval md ex- 
tebded inforatatioa than is possessed by the ^iMni* 
tural labourers of any eamo^yjii. the eixipim4 ,And 
this is i^aally what « mire uaprejudioed l&qmcy intO' 
^. subject would Imve led ust to an^ei]pa(te.ir The 
¥mous oornqM^ions in which the htisbaMbdAiaii ia 
made su6ces^vdy In engage, their constant UaUlity 
to be affected by so variaUe a pow^ as the weatther^f 
and the perpetoal change in the nfq^earaaee of the 
objects which daily meet his eyes, and with whiebhe 
is oooveraaQt, occupy his attention,) and rend^v hm 
a stranger to that ennui and desire ^r extr^is^mid 
adventitious excitemwt which must e^ei? be>felt;b]i 
those who.a^ oonstai%tIy ^i^sged in bunp^Mlifig.tho 
pomt of a pin, or. in per^srmiii^ the same: esbdlesa 
routine of precisely similar operations. This moht of 
excitement <umnoty however, be, so cheaply pr !efksh 
tually gratified in any other way as it may be by)(^t 
tivating— that is, by stimulating ithe mepl^ fO^fimt 
The generality of workmen have no time fidtr dis6i{^ 
tion i and if they had, the wi^es of labouir in aU old 
settled and d^osely peopled countries are^.too ' lO^Wi 
and the propenmty to save and accumulate toopow- 
erfttly to permit any very krge proportion of them 
seeking to divert themselves by indulgii^ in riot and 
excess. They are thus driven toseek for reqroation 
in mi^tal excitement ; and the circumstances under 
which they are placed afford them every possible -far 
cility for lamusing and diverting themselves in this 
manner. By working together, they have con^;ant 

L 
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oRiortuiiilies ct etiterhig into wwfemtkM ; ^tid a 
sawU individiid contribution enftbi^ tli^m M i^bMin 
a l^ge Mpply of newspapers and of the oheapw dhw 
rf periodicat publications. Bat wbati^er ^^etenitB 
df dpinion may exist i^peeiing the tmige, thi^t% em 
be no doubt of the fact» that the intelligenoe «f tb« 
worklnen employed in manufectures has in^i-eased 
aooording as their numbers have increased^ i^nd as 
their employments have beei^ more and more subdi* 
vided^ There is no ground for supposing that they 
eter were less intelligent than the agriculturists; but. 
Whatever m^ have been the case fbrmerlyi no c^ will 
vow ventti^ to affirm that they are inferior to them 
in intelledual acquirements^ dr that they are mere 
asaohmes without smtiment or reason^ SvctiMrMai*- 
thuS) whose leanings are all <m the side of agriculture, 
has juSdyaud eloquendy observed, that *' Most of 
the effects of munufaetures and commerce on the ge- 
mvA M^ ^ society are in the highest degree bene- 
lleii^ They infuse (reSh Wte and activity into all 
otosies of Ibe state, affiml opportunity for the inferior 
ovders io rise by personal merit and exertion, and 
stimulate the higher orders to depend for distinction 
^^ ^htt gr(mnd8 thttn mere rank mA riches. 
Tbey m^t» invention ; encourage science and the 
useftd atDb t spread ii^lligenCe and spirit ; insiHi*e a 
taMi' for 'Cianveiiiiences and comforts among the la- 
bomvng dbsses ; aid, above all, give k new and hap- 
pier ^tmetUiiB to s<»Ciety, by increasiiig the proper- 
l*m (tf the ^iddtie 4>lasm-^^t body on whfeh the 
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lakettjf piMtc spirit^ and good goveniH&enk of ewiy 
tfwptry roust nudiily depend/' * 

Thusr thaBt we arriTe^ bjra diffinrent routCf^ ait the 
some result we ktve dxeady endeotourod tO€StaUiab. 
The inextingnighahle passkm fer gun — the awri M- 
era fames^^wHi always indiiee cqixtalists to emjioj 
tbnr stocks in those branehes of indsitttry which, jieli, 
all thii^ conridered^ the kighert rate qf prcfiL 
Aad it is clear to deuiMstrattoti^ tlmt those empbf- 
meats which yield the highest profits: are always 
those in which it is most for the publicf interest th^ 
capital should be invested. The profits of a parti^ 
Cttlar branch of hidustry are rarely rabed except by 
an increased demand for its produce. Sttiould the 
dem^id for cottons increase, there would be an iI^ 
cre^ised competition for them ; and as tfaetr price 
w^uld, in consequence, be augmented, the manufiic* 
turers would obtnin oomparativcdy high profits. But 
the rate of profit m different anployments has a na» 
tural tendency to equaKty ; and it can never, when 
monopolies do not interpose, continue either pernuu 
nently higher or lower in one than in the rest. As 
soon, theiefore, as the rise in the price of cottons 
had tak^D place, additional cafntal would b^gin to be 
employed in their production. The mannfacturers 
engaged in the cotton trade would endeavour to bor« 
row additional capital, and the capitalists who were 
engaged ki less lucrative empiojnnents would gradual* 
ly contract their businesses, and transfer a portion of 

* Observations on the Effects of the Corn Laws, p. 29. 
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their stock to where it would yieid them a laiig^ re- 
turn. The equilibrium of profit would thus be agsdn 
restored. For the additional capital employed in the 
production of cottons, by proportioning their supply 
to the increased demand, would in£iUibly reduce 
their price to its jnroper level. Such is the mode in 
which the interests of individuals are, in every case, 
rendered subservient to those of the public. High 
profits attract capital ; but high profits in particular 
businesses are the effect of high prices ; and tihese 
are always teduced, and the commodities brought 
within the command of a greater number of purchas- 
ers, as soon as additional capital has been employed 
in their production. It is clear, therefore, that that 
employment of capital is the best which yields the 
greatest profit ; and hence, if two capitals yield equal 
profits, it is a plain proof that the departments of in^ 
diistry in whkh they are respectively invested, how- 
ever much they may differ in many respects, are 
equally beneficial to the country. Nothing can be 
mpre nugatory than to appr^nd that the utmost 
freedom of industry can ever be a means of attract- 
ing capital to a comparatively disadvantageous em- 
ployment. If capital flows to manufactui'es or com- 
merce rather than to agriculture, it can only be be- 
cause it has been found to yield larger profits to the 
individual, and consequently to the state. 

Having thus endeavoured to unfold the circum- 
stances most &vourable for the production of wealth, 
the natural order of our subject would lead us, in 
the next place, to investigate the circumstances which 
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determine the increiise of populatioD. But, before 
entmi^ on this inquiry, I shall endeavour to vindi- 
cate the doctrines already laid down from some objec- 
tions that have been stated against them, by showing, 
that the extension and iniprovement of machinery is 
alwaya advantageous to the labourer, and that it is not 
the tWDd of glHts^ 



Section IV. 

Improvements in Machinery similar in their Effects to Improve" 
ments in the Skill and Dexterity of the Labourer — Do not 
occasion a Glut of CommodHiesT'Sometmes force Workn 
men to change th^r Employments, but have nQ tendency to 
lessen the effective dpnandfor Labour — Case supposed by 
Mr Ricflrdo, with respect to Machinery, possible, but ex- 
ceedingly unlikely ever to occur — True Cause of Gluts. 

Before proceeding to examine the various bad con- | 
sequences that have been supposed to result from the 
indefinite extension and improvement of machinery, 
ft may be observed, that the same consequences would 
equally result from the continued improvement of 
the skill and industry of the labourer. If the 
construction of a machine that would manufacture 
two pairs of stockings for the same expence that 
had previously been required to manufacture one 
pair, be under any circumstances injurious to the 
labourer, the injury would be equal were the 
^me thing accomplished by increased dexterity and 
skill on the part of the knitters; — if, for example, 
the females who have been in the habit of knitting 
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tiro ift 43iree pairs of stockiiigfl hi the Pbek, dwtiU 
in ftiture be able to knit four or silt pairs. Thue & 
obmusl^r no ilifferenee in these Miee. And if dtt 
demand for fiA;odLingd was already anlBfoiently ftcfpK- 
ed,. M. Sismondi could not, oomLrtenliy with the 
piinciples he has adTanced,'* iientate nbout con- 
demning such an improvement as a very great e?il-^ 
as a means of throwing half the people engaged 
in the stocking manufacture out of employment. 
FThe question respecting the improvement of machi- 
nery isi therefore, at bottom, the same with die 
question reacting the improvement of the science, 
ddll, and industry of die hboarer. The prin- 
ciples which regulate our dedsion in the me ease, 
.. must also regulate it in the other. If it be advanta- 
geous that the skill of the labourer should be indefi- 
nitely extended — ^that he should be enabled to pro- 
duce 4 vastly greater quantity of comfiiodilies with 
the fiMue, or a less, quantity of labour, it must also 
be advantageous that he slkiuld avail himself of the 
assistance of such machines as may most elfectuaUy 
■ assist lum in bringing about that result. 

In order the better to iqppreciate the effects xesute* 
ing either ivom the increased imuiual d^ill 4idd dexte- 
rity of tlie labourer, or from «n improviemeiit in the 
^iQpls or machines used by htm» let us suppose that 
! the productive powers of industry are unwersalf^ 
augmented, and that the workmen engaged ia every 
different employment can, with tke same esertieBb 

* Nouveaux Frincipes, Tome IL p. 318. 
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Jtow |«top flam m emvy jo Afr dl9fartp»ent of 'm^W- 
Uy$^ ba jtrQi^ tie iM^ to obtMA t^q tipm 4^9 iw^^ti^y 
j9f{eYivyiHj|0r^Gi^«t9tieiiM^haN\^ la a 

icoii^tijr/tliud eircumaiteiicfitif f^e^y wjurkw^a ivofdd 
Imte.Aiiprmt qviotity nf }ii^ <wa W4^ck ita dispose of, 
Jbey0pi«rhflit b^ iiad ooca^ipn ffi^im^^f^ ^yery gth^tr 

iifvitDtity, )«-i wk^imm^ tim tm» dvvfr ipr i^e 
fmet 1^ ifc grcot ;qimitity of tbo^ ipf l)it)i9ni* The 
MiuAilim ifif ^Mtfli A sof^y ffi9^ld lie h»p^ ^ jdie ^f- 
iimm. Ail die mwe9^e3» AmiLujdf s^ ;ani4 iwR^ei)f- 
MioiBs of Itfe, ^wAttld be 9wr^is^ i4iftwi9d* ^ 

It V9V$ bdwerer, be laskfil* wwld tjiw 4fmVi^^ 
BbSmeift to tnke off^hisawiieiia^d (pmntitff ^fif cgwp- 
.Modities P^r^i-WouM thair exeemw jm^tj^^kaiim 9ot 
jeaiise<«i«ti e gkt of tbe-Mfudgrt, siii^ 4*0^0 .^V ^le 
at a lower fdrice thw ¥f^]A ;be i^q^id^ W i(C)pf^y 
.'Oiien thadkoinifliied a)flfc of /tlwyr prodtiotiw ? jBiiitit 
ianet neoeasaiyrinjQidertojnwdertSiiiUiQref^ io tl^ 
.f0odMeti«e poivfin of Jabov adiraiitagQeii/s t<Q society, 
that these powers should always he i^y i^x^ited. 
df ^e labouoer's ooniDaand i>viM* Ahe jpeqct^^Ies 
Mid jeoipfort^ lof life ^w^eie sodd^y rn^ed to ten 
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times its present amount, his eonsomptkm ts well 
ss his ssvings wotdd doubtless be very grattty in- 
creased ; but it is not at all likely dwt he ivonld 
continue to exert his ftill powers. In suek a sMe 
of society workmen would not be engagfA twelve or 
fonrteen hours a day in hard labour, nor would child- 
ren be immured from dieir tenderest yearr m a cot- 
ton*4mlL The labourer would then be able, wi^- 
out endangering his means of snbsist^uoe, to devote 
a greater portion of his time to amusemeM, aad 
to the cultivation of his mind. It is only wheie 
the productive powers of industry are oafnparativdy 
feeble — ^where supplies of food have to be drawn 
from soils of the fourth or Mh degree of feitiUty^ 
and where the population is in excess, that worknen are 
compelled to make these excesrive exertioai. High 

i wages are only advantageous because of the increased 
comforts they bring along with tliem ; and of these, 
an addition to the time which mapjr be devoted to pur- 

; poses of amtisement, k certainly not one of the least 
vilierever wages are high, and little subject to fluc- 
tuation, the labourers are found to be active, intelti'. 
gent, and industrious. Bait they do net proseeute 
theit* employments with the same intensity as those 
who are obliged, by the pressure of the severest ne- 
cessity, to strain every nerve to the utmost. They 
are eniabled to onjoy their intervals of ease and rs- 

: taxation ; and they would be censurable if tfaey did 

[not enjoy them. 

Suppose, however, that the productive powers, of 
industry are increased ten times ; nay, suppose they 
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are inf reised ten ^(Hiattid tunes, a»d that they are 
eserft^ to the utt^ost, still it is easy to see they could 
Mit oeeaiioii any lasting glut of the maricet. It is 
^m:^ that those individiE|Bls who are most mdustri- 
ous liiay produce eovimodities which those who are 
less mdttstrious-^who pr^r indolence to eisertion 
-^nmy not have the means ei purchuii^, or for 
which they may Mt be able to furnish an equma- 
imi. But Uie glut arising from such a contingency 
4BUSt speedily dnappear. Every man's object, in) 
exerting, his productive powers^ must be either di- 
rectly to 4^onsume the produce of his labour himself, 
or^to ^cdiange it for ancfa commodities as he wishes 
to i^btain from others. If be does the last— if he ^^^ 
proihiocs commodities, and (^fers them in ^cchange 
to others who are unabk to furnish him with those 
he is desirous of obtaining, he is guilty of a miscal- 
calakion'— he should ekher have offered them in ex- 
dbange to otiiers^ or he ishould have affiled hihiself 
dilreatl^tQ pro^bicei the commodities he wmted : And 
if govenunent do not interfere to relieve him from 
the Gonasquenees of his error, he will, if he cannot 
aktein hb object by the interventaen of an exchange, 
unoifdiately set about changing his employment, 
and will produce such commodities only as hej 
means to consume. It is ■ dear, therefore, that 
fm MftfioerMtUbf increased facility of production, can | 
never be the cause of a permanent overioading of . 
the .nmdket^ Suppose that the amount of capital 
and. industry, engaged in every different employ- 
ment in this country, is adjjusted according to the 
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^beteid dfimud* and that th^ are aU .ykMing 
Ibe Male net profit; if t\m piodiictiw poffi^n 
of labour were uniwndly iniermaMl, ibm niinww 
ditiei produeed wodLd all pceaenre t^teiM feteHU 
to each other. Dauble w tar^e ithe quaati^r ^^f 
OM ^MHOBiodity would he giiwl far dM^e or tisple 
the qua&tity of every other ewvnoditf^ Tbme 
would be a general augtaeatatwa ^of the tf eabh ^ 
the society ; but these woidd be iM fificeaB of .oo«- 
modkies in the madcet ; the anprmied equbialeiiie -qd 
the one side being preeiaely ixdoaeed by Hb^ iimmi^ 
ed efiiivalents oa the other. But.if^ iddie one ehis 
of producers wene induatcioai^ another elaai i^oae to 
be idle^ there would nndoubtedly Iw a teaipocacy ex- 
oeas. It IB clear, boireyiec, ^haft tkb exoeaaadsos 
ttatirelsr from the Ardent furodoctiw of die idk 
ehiss. It is not a ceaaequeMce of produetiaa be- 
ing too much incieaaed, bst of ita bring teo lib- 
tie incieased. incnease it more-^jauike the idle 
.dass ^uaUy piodnotive mth the iei;hei«i» aiid. then 
tli»ey mil be abie to funiiBh then iwiahaqpiiirakBti fiur 
itbeir commodities, iaod the surplHs will Tnunfidiitfly 
V diiappear. It is en Tarn that Mr M«lthiis atteinifts 
( to me^ this ceasosing by auj^oenig ihe f^f^waw nf 
I an mdhpositkn io comume. latere « no suck m- 
^ dbpo$ition in any country an the weidd ;-^nefe«snn 
OB Mexico, to wh&eh Mr Maltiias jfaas ^peci^ vefer- 
\ xed.^ Hie indi^pontieii is not te ciHiauine, hsA to 
^ produce. In Mexseo, as dsewhiepe, no one is entit- 

' I ' " " ' I ■ ■ ■ ' ^ " ' ■' ■■ ■ III) I I I I I I I I I ■ ■ I I I ■ n 

• Principles of Political Economy, p. 3^. 
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leAtomnmame tihe jpmhiets of the kidilstry tifothevB, 
^^ttri^ lie iWnyiM &em mlh an ^qutTaleBl; $ bftt 
Oe MaHsn^pnfera ittiolMoe to thi giMtificatian 
niiiditfae comiMiditMs he miglii proeure bgr pMtis 
^ liis hhoDr would aSbvd hkn. Mr Maitbua has 
"OMtiriBBn this iodHpaskioa to prodttoe» far aa iadts- 
poritioBio^Mteiiie; aidliaB, in^onsequeiiee, bean 
lad to dmjr tha fropotkion^ that alidiva dandnd 
Appends upon produouoiu 

Mr MMimA lias juidy atetadt dnt dia demand 
.fti* a commodity depends ** on Ahe «»«{/ oonbined wkh 
4i^ pott^ to puishase it •/* 4hat ]s» oa the pover to 
Araisfa an eqwivafent for it. Bat wban diA any one 
i«r ^ a want of tMl to pmvbase oonnaadities ? 
If the wlU -aloaie could procitre the aecassaries and 
liuoirias o£ Uh, ev&j beggar xwnld bamse as rieh 
as Cueeaiaa, and ihe asark^t would constantly be im- 
fAsrstocked iritk oanmadities* The pmer to par* 
^ate is the aeal asd the oni^ desideratuni*— ^It is 
the incapacity of furnishing equivalents for the pro- 
idueitf tliey miA to obtain, tlwt invokes so many 
m vf$M «iid Nunstriiaikies& The nu)re, than, that 
'liik oqpatity is «n;iM6ed, &at is^ tiie more kidastri- 
ora eirery indindbai becomes, and the moee the &- 
^Stty of prodactmn is increased, the mare will the 
eaiidilion of sociaty be imj^aved. 

Ili is^uite visionary to aiq^qpose that a deficiency of 
^SotBiga demand for ilhe products^ industry can ever 
he aoeasioned by an incnease of productive power. 
£tiah want of demand, when kdoes occur, tnusit pro* 
teed &om ane or oliher ^of the ftdfowing csMsses :*— It 
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must either be a cOMeqnenee of the conqHumti^y 
highprke of our coiiiiiK>ditte8, or of the rertridaons 
which have been impooed on the importation of Bri- 
tish goods into foreign countries, and on the imports^ 
tion of foreign goods into Britain. Now» it u obfi^ 
ousthat, if t^faliing off in the f&eign demand pro- 
ceeds from the first of these causes, it must have been 
infinitely increased had the cost of production conti- 
nued undiminished. If, notwithstandmg aU the cod- 
trirances of our Arkwrights and Watts, to save h- 
bour and expence in the production of commodities, 
we are stsU in danger of being undersold byfore%n- 
ers, it is certain that, without these contrivance^ 
we Aottld not have been able to withstand their 
competition for a single year. It would be not a 
little inconsequential, first to complain that our goods 
were too high priced for the fineign market, and 
then to declaim against the only means by which 
their prices can be reduced, and the demand in> 
creased! 

It is not to increased facilities of production, hot to 
.he restraints imposed on the fireedom of trade, thi^ 
those commercial revulaons, we have so frequently 
experi^iced, are really to be ascribed. The inhabi- 
tauts of Poland, Sweden, France, China, Brazil, 
&c. are most desirous to exchange ikm com, tonber, 
iron, wine, silks, tea, sugar, &c. &c* for our products. 
These commodities, too, are particularly welt fitted 
for our markets, and form, indeed, the very articles 
our merchants are most anxious to import. It is 
plain, therefore, that the decline that has occaBion*- 
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ally tafcen ^tce in the foroign denwiid for our pro* 
ducts^ Itts not been owing to their excessive sup^y 
— for the foreigners are both cMe and mBing to 
purchase them — but to those impolitic and iiyurious 
regulations which fetter and restrict the freedom of 
importetion and exportation in all commercial coon* 
tries. It is not in our power, nor in that of any one 
country, to give universal freedom to commerce. 
But if we repealed our ovm restrictive regulations— 
if, instead di forcing our people to build their houses 
of the inferbr and expensive timber of Canada, we 
were to allow them to use the better and cheaper 
timber of Norway and Sweden ;«— and if, instead of 
fencing the cultivation of poor soils, that yield only 
a scmnty anid inadequate return, u;e were to import 
the comparatively, dbef^ com of Poland and the 
Uaited States^ there can be no doubt that the foreign 
danand ios^ our commodities would be a&tonishingly 
increased; and, what is of perhapa still more im* 
portance, it would become comparatively steady. 

But it has been said, that any relief which we could 
derive from the adoption of a more libeml commer- 
cial system, would only be temporary ; that the in- 
creased power of production we possess is so vast, 
that we ^idd ere l<uig glut the market o( the world 
with our commodities ! This, it must be confessed, 
is rather an improbable suppositi<m. Bat, assuming 
that we could, by means of our improved machii^ry, 
mannfocture a sufficient supply of ec^tons to ser?e 
the mariiet of the world, and even to sink their price 
bdbw the cost of jwoduction, it could have no bad 
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coRseq^nce, but ihe revene^ The weU^wMmlktt 
the mawifiietazen waidd iamtdwleljr sii0|^ td 
them the adnmtage of withAmiiDg $ part tf tileir 
capital, and employing it in somedtherqfieoita^f i]^ 
dustry. After we had reverted tetl^soimdfieiik^pfe 
of free trade, the demand for oor eemmoditiea wmM 
be comparatiTely steadjf. It would bo hmger be 
materially affiscted by the circmnstaiiice <tf qur lua> 
▼ests being more or leas productive than ordinary, er 
by any of those contingencies whiefa nom csait m 
great an influence on onr trada And if it wai 
found ^at, on an average of two or tkree years, we 
had not been able to dispose of our ooMona, woeUemi^ 
&c. with a sufficient pit^t, it woidd be a proof thai 
their production had been cmried to tbo^grertanes* 
tent } and as there could be no rational peeqpeciitf 
the demmd beii^ speedily inereaatd, maim&ctaivrs 
would not be tempted, as at present, to linger oain 
a disadmntageous employment, but w&aid traHfer a 
portion of their capitals to other bosinoKses ; and the 
supply of goods being thus dinmiihed, their price 
would rise to its proper lerel. 

Still, however^ it may be urged, that, under a li<* 
bend eommerctal system, we might not 01^ be aUe 
to manufacture too much of one, Imt of ei6ery com* 
modity demanded by foreigners* But admitting tint 
mieh were the case, still it would not afford any 
ground whatever for doubting, that an increaae <tf 
tshe powers of pmduction would even then be attends 
ed with great and unmixed advantage. If fove^* 
ere are vmMe to fontidh us with the eqinvaknta 
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ivldifc ire 1K^ to dMaio in exeha^e for the pn^^ 
we have sent abroad, we must relinquish the prodiie* 
tioo of the 0%pofUA e^imnoditie^ and direetly pro- 
dMo dto06 m% ktteniM to nnport. Now> the real 
^aetti&ik GOfiMfs to be-^-if a question can be raised on 
ittch a sUfejeet-^Whetlier it is adtmiti^eous that we 
shoidd be aUe to prodnce these commodities cheap-* 
Iff 4ft Mb? Foreign trade is beneficid^ beeanse a 
(MHintry^ by exporting the produce of those bran^es 
of industry in which it has some peculiar advantage^ 
m enabled to import the produce &£ those brimches in 
wbieh the advanti^e is on the side of the foreigner. 
Bttt, to insure this benefit^ it is not neeessary that 
the whole capital of the country should be invested 
in those particular branches. En^and can furnish 
better and che!^)^' cottons than any other country ^ 
but it is not therefore contended, that she ought to 
produce nothiiig but cottons. If she were aUe to 
fiirnk^ the same supply of cottons as at present with 
a tenth part of the capital and labour, is it not plain 
that her iMans. of producing all other commodities 
would be prodigiously augmented ? 

But it is eontended, that these means would not 
be put in requisition ; and thftt it is impossible so 
great a saving (^labour could take place in a branch of 
industry employing a million and upwards of people, 
^th any rational prospect of such an increase in the 
demand for labour in other employments, as would 
fe tAe up the bands that would be thrown idle. Asr 
this is an objectSto which has been reproduced in a 
thousand different Aapes, and on which much stress 
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has been laid, it will be proper to eiM^mioe it. 90m^ 
what in detail. . . a 

, In the^r^/ place> theP> it is nep^w^ry tQ.obsenrc^ 
that an improvement whieh had tbe^^t to dpk.the 
price of cottons , nine-tentl^ — that ; ip, .^diiofa i^vd^ied 
one-tc^th of the capital and labqur nom engaged in 
that manufacture, to produce tbe same q\»8Kitity of 
commodities, could npt pqasibly tbvow tfaet ^ti^ 
nine-tenths oi;t of employment. The deiQ^nd fw 
cottons, instead of re^iaining statjbomiy, would^ imd^ 
such ciicumstances, be very greatly increased, l^ose 
l¥hp subsist by their labour, and who^e cpfnm^ 
over the necessaries and luxuries of life is, always 
comparatively limited, form ^n iqimense migprit^ 
of the population of every country. . And my. cpu- 
siderable reduction in the price of a conwpidity.in 
; general use, has almost always. been found tp f^ 
^,:^ tend the demand for it. in a niuch ©ej^ter ^profcf - 
tion. This has been eminently the case i^ the 
cotton manufacture itself. It i3 perhapis iippo^U# 
to name another branch, of industry in iW^ich the 
powers of production have been sp much increacS^ ; 
and yet, it is certain. that the extei^ion of the mar- 
ket, consequent upon every new invention to say^ 
jiabour and expence, has jdw^aj^ occasioned the effif 
ployment of an additional number, of hands*. Nji^fv 
is there any reason to conclude that the effect .of ixor 
provements in time to come, will be in any req[ie)e|; 
different from their effects hit^rto. Si^ch a ig^ 
duction of price as has been su^y^osed, would give 
our cottons a decided superiority in every market in 
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tlie world. Foreign governments would in vain at* 
tempt to prohibit their introduction. Cheap goods 
are always sure to make their way through every barri- 
er.-^Fer medios ire satellites amanL'^In the words 
of Sir Josiah Child j ** They that can ghe the best 
price Jbr a commodity t shatt never fail to have it 
1h/ Ofie nieans or others notwi^tdmding the oppost-^ 
tiori qf any Mws, or interposition of any power by 
sea &r* land; qfsuchforce^ subtilty^ dndvioknce^ is 
the genetaVcofirse qf trade*** * 

But, in the second place, it is not difficult to 
show, that the advantages attending the introduction 
of machinery do not, as Mr Malthus supposes, at 
all depend on the market extending in proportion to p 
the reduction in the price of commodities. TTiey ^^ 
are equally great in cases where no such extelision £ ^ \ 
cian take pliice. — Suppose the price of cottons were 
ir^^ced in the proportion often to ode ; if the de- 
mai^ for them could not be extended, it is certainly 
true, that nine-tenths of the capital and labourers 
engaged in the cotton manufak;ture would be thrown \ 
ont of that empbyment : But it is equally certain, ' 
thdi there would be a proportional extension of the 
demand for the produce of other branches of indils- 
tiy. It must be remembered, that the means by which 
the purchasers of cottons formerly paid for those that 
were h%h-priced, could not be diminished by the fa- 
ciKty of their production being increased and their 
price reduced. They would still have the same 



• Discourse about Trade, p. 129. Ed. 1690 
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capital tp employ* and the $ame revffV^ to c^^peq^, 
Th^ only difference wouk) 1^, thiit om paimd would 
bene? forth purchase as larg? a supply of potlxm gpods 
as ten pounds did before; and that th^ remauung 
nine pounds would he i^lied to the ptutth^A^ of 
some other species (^commodities. — ^That tkejwwfd 
l^ $0 applied 19 certain ; for although we may have 
enough of one particular commodity, \% is absolutely 
impossible that we (san ever have what we should 
reckon a sufficient supply of aU sorts of commodi- 

\ ties. There are no limits to the pastiou for accu- 

t mulation« 

Nee Crassiforluna unquam nee Per ska Regno 
Sufficient animo — 

The portion of revenue that had been set ffee by 
the fall in the price of cottonsi would not be permit^ 
ted to lie idle in our pockets. It would unquestionaUy 
beapplied to purchase an additional quantity of some- 
thing el$0. The to to/ effective demand of the society 
would not, therefore^ be in the slightest degree im* 
pmred. Whatever capital and labour had been disen* 
gaged from the manufacture of cottons, would aftcor* 
wards be as profitably employed in the production of 
those commodities, for which there would be an equi- 
valent increase of demand : So that, afiter the lapse of 
such a period as would permit their transfer to those 
new employments, labourers would be in as great de- 
mand as before, while every individual wouldbeaUbto 
obtain ten times the former quantity of cottons for 
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iim.9ixap quantity of labour^ or of any irt;her ootmnq- 
dity- vrhow 1^7 mhekad remained oomtiiit , 

It has^ iMmeirer* heen OQnt0ndQdf * that when mar 
chdnery is employed to peribrm wcwk which has 
piiBvioqsIj been performed by means of labour^orsk 
thp price of the commodity is seUom or nevm: di- 
mini^hfd to Btic)i sn extent as to render the reduc^ 
tibn of pfiee equivalent to the wages of the labourers 
thiown out of employment* The intention of mar 
chinery^ mys M. Sii;nnimdi» which wonld prodnoe 
cottons 5 per cent, below the present price$, would 
occasion the dismissal of every cotton-spinm^ 4nd 
weaver in Enghnd ^ while the increased demand for 
pfher commodities, occaaumed by this tiding a$¥ing» 
wfHild barely afl^rd empkqrment for per ce&t* 
or tme tmmtieA part q£ die disepg^ed hands} 
so that were an improvemait of this kind to tahe 
|dace» the vast majority of these persons must ei^ 
ther be starved outnghti or provided for in the 
workhouse. But, in mating this statement, M^^ 
Sismondi has ne^eeted one most important element 
^^e has not. told us how his machines spre to be pro^ 
duced. If, as M. Sismondi has tacitly assumed, the 
machines cost nothing---i^ Vke atmospheric air, they 
wee the free gift of Providence, apd do not require 
any labour to produce them* — ^then, instead of prices 
&Uing5percent.,theywouldfkUtoiio^Ai>^; andevery 
farthing that had formerly be^i applied to purchase 
cottom, would be set at liberty, and ap^ied to the 
■ ' " I i ' ■ ' t ' >« ' ■■ ■ ■■■■ t .1 .11 ■ I I I II ■ 

♦ Sismondi Noveaux Principes, Tome 2de, p. 325. 
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purchase of other commodtties. Btit if, by 9tUmg 
that the introduction of new machtnery has reduced 
the price oi cottons 5 per cent., M. Sismondi means, 
as he must do, that L. 20,000 invested in one of his 
improved machines, will produce the same quantity 
of cottons as L. 21,000 employed bs circulating capi- 
tal, or in the machinery now in use ; then it is plmn, 
that i; parts of ail the capital formerly employed in 
the cotton manufacture will henceforth be emjdoyed 
in the manufacture of machinery, and that the other /^ 
part will form a fund to support tlie labourers engaged 
in producing the commodities for which, owing to llie 
fall of 5 per Cent, in the price of cottons, a proper^ 
dcmally greater demand must be experienced. In 
this caise, therefore, it is plain that, instead of twen- 
ty out of every twenty-one labourers employed in 
the cotton manufacture being turned out of emfftoy- 
ment, liier0 would not be a single individual in ikut 
situation. But as this reasoniag proceeds on the 
supposition that the machines would last only one 
yeiir, M. Sismondi might still contend, tlikt, if they 
were fitted to last ten or twenty years, there would 
be a deficiency of employment. The truth i^ 
however, that the reverise holds ; and that, iBBt^tdt>f 
beii^ diminished, the demand for labour would be 
increased, according to the greater durabHity of tibe 
machines. Suppose profits are 10 per cent. ; when a 
capital of L. 20,000 is invested in a machine calcu- 
lated to last one year, the goodls produced by it mtust 
sell for L. 22,000, viz. L.2000 as profits, and 
L. 20,000 to replace the machine itself. But if the 
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machine were fiU0d to la»t ten years^ then tlie goods 
produced by it, instead o£ selling for L. ^2»0Qd. 
would only sell for L. SS54. viz. JL ^000, as profits^ 
and L« 1254i to acaumiilate as an annuil^y for ten 
years, to repjbce the original capital of L. 20,p00. 
Thus it appetos, that, by introdvcing a machine cour 
5truosted widi an equal capital, which should lastf ten 
yean ind;ead of one yeai*, the prices of the comn^iodi- 
ties produced by it would be sunk to abqut one^ 
seventh o£ their former price. The contn^mers of 
cottons would, therefore! by means of their equally 
inoreased demand for other articles, heucefcirthraf^rd 
employment for sir^sevef^hs of the disengaged la- 
bourers. But this is not the only effi^t that would 
be. pi^pi^ced. The proprietor of tb& machine ^pvdd 
havt^ exclusive of the ordinary profit on his C9f^, 
at the end of the first year, an addit^ional stock of 
JL.IS^, or T^vth o£ the: value of hi^ machine,. which 
he imist necesrarily expend iu one way or pther in 
the payment: d* wages; at the end of the second year, 
this additicmal revenue or stock woujid be increased 
to about jth. of the value of the maohine; and, in the 
Isrfter years of its existence, it is. plain that, instead 
of having declined, the demand for labour must have 
vary nearly doubled. 

It appears, therefore, that no introduction of 
machines having a tendency to lower the price 
and to increase the supply of commodities, can pos- 
inUy diminish the demand for labour, or reduce the 
rate of wages.' pClie introduction of such machines 
into one employments necessarily occasiqns^ an 
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epml w greater donand f&r the dba^aged kh 
tourers in some other empiBUffnoM. Tht mlf 
lunrdship which they ever impdse on liie inboiiier, 
19, that in some cases they foit^e him to dfiftiige4lidlwu 
sines6»^f His, howerer, id not a very tMleriai 4Mi A 
peiMh who hits been trained to hdbita i^ induiby and 
[ a^lication, can be easily moved Scfom one coipli^*. 
ment to another; The vadou6 subordmate brandkr 
es of all the great departments of induitry have S6 
ms^y tfaii^ in common, that an individual wha hss 
attained to aiiy considerable profieiency in one^ has 
seldom much difficulty in attaJning to a like prafr 
Ciency in any other. It is ^bsy for a weai?er of cofe- 
tonsrto become a weaver of woollen cloths, or of li- 
nen ; and it would require a very limited degrfe Of 
instruction, to teach tlie m^er of a oart w pbc^ 
to He(mstruct a tSirashing*maehine. 

Mr Malthusr, however, is not satisfied ^Hth this 
reasoning. ^ In withdrawing ea^l/' be says, 
<* from one employment, and placing it in anqthdr, 
j there is dmost always a oonMderaMe losiu Even if 
I the whole of the remainder were directly eoqiloy^, 
I it would be tess in amount. Thoi^h itnught yield 
1 a greater produce, it would not command the same 
quantity of labour as before ; and, unlets more menial 
servants were used, many persons would be thrown 
out of employment} and thus the power of i^ 
whdle capital to command t)ie same quantity of la- 
bour, would evidently depend upon the cont^agtMy 
of the vacant capitdb bang withdrawn uncUnrnnished 
fiom their old occupations^ and finding immediately 
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c^w»a leHt employtnent in odiers.''* Mr Matebus 
meam by this to state^ thst, although the efktiire 
d^and of tiie lookty wonld not be diminiabed by 
an increased facility of production — fyr he distinctly 
admits that no such diminution would take place — 
yet, unless the wkok pied cdpiiali which had been 
rendered useless by the improvemesit, could be wlth^ 
dniwn> and invested in some other branch, there 
would be no means of supplying this d^siand, or of 
employing the same quantity of labour as before. 
Buttliisob^ctionisgroundedonamistakeyintowhich < 
it is not a little surprising Mr Maltfaus should have i 
feUen. A manuikcturer's power to employ labour does 
not depend on the entire amount of his capital, but on 1 
the amoimt of that portion only which is circulating^^ 
A capitalist who ii possessed of a hundred steam-en- 
gines, and of L. 50,000 ef circulating capital, has no^ 
grater demand for Idbour, and does not, in fact, em- { 
ploy a single workman more than the capitalist who ; 
has no machinery, and oxily L. ^,000 devoted exclu^ 
dt^totbepaymen^ofwages. All thisportion could, 
however, be withdrawn ; and, as it is by its extent that 
the extent of the power to employ labour is always 
regulated, it cannot be true, that, whati capitals are 
transferred fran one busings to miother, *' many per- 
sons would be thrown out of employment*'^ 

It is certainly true, that the individual who is 
obliged to transfer his capital from one bumness to 
imdther, will lose all the prc^t he formerly derived 
■ '■ ■ - _ 

♦ Principles of Pdlitical Economy, p. 404. 
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from that portion whieh cannot betras^rrdd. But» 
is the introduction of imj^tyv^ madiinery to be pre* 
ventedy because the old clumsy madunery prevmidy 
used may be superseded, and the c^itid invested 
in it lost ? A few individuals may lose ; but the whole 
society is always sure to derive a great acoeasioa of 
wealth from the adoption of every device by which 
labour can be saved. It has been already shown* that 
neither the power nor the will to purciasc commodir 
ties, is, or can be diminished by the introduction 
of machines which facilitate production; and as 
the power to employ labour depends on the amount 
of circulating capital, which can be withdrawn with- 
out loss, it is plain it could not.be diminished* The 
\ wages of labcAir would, therefore, continue as bi|^ 
1 as before, while the reduoUon in the price of com* 
! modities would enable these, wages to exchange for 
; a greater share of the necess^es and comforts of life. 
' It appears, therefore, however much it may be at 
variance with the eonundn qunions on the auljecti 
that an improvement in machinery is always more 
advantageous to the labourer than the cafotalist. 
In particular cas^s, it may reduce the profits of the 
latter, and; destroy a portion of his capit^ ; but it 
cannot, in any ease, diminish the wages of the la^ 
bourer, while it must lower the value of commodi* 
ties, and imi^ove his condition. 

It may j^ conceded to Mr Ma] thus that, were the fo-. 

reign demand for our cottons and hardware suddenly 

to cease, it might be difficult, perhaps impossible, to 

find ecjually advantageous employments for the capital 

4 
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idid^labout^ that would Idiiis be thrown out of employ-* 
meiit. ^ But although tibis is a good reason why 
we should be extremely cautious about adopting 
such measures as may have any tendency to place 
our foreign customers in a situation to manufacture 
for tJiemtelveSy or to induce them forcibly to exclude 
us from their markets, it is not easy to see why it 
should have induced Mr Malthus to question the 
advantage of improvements in machinery. It still 
appears to me, that an increased facility of produc- 
tion would be as advantageous in a country surround- 
ed by Bishop Berkeley's wall of brass, as in a coun- 
try maintaining an exjtensiye intercourse with all the 
other countries of the world. We can have no mo* 
tive to induce us to export cottons or other products, 
except a desire to exchange them for such commo* 
istifisas we wish to import from abroad. It is pos- 
sible, however, that fordgners may refuse to give us 
diese connnodities in exchimge for our cottons and 
hardware; and it is pliain that, in such a case, we 
mist either oftr them some other commodity, which 
they may be disposed to accept as an equivalent, or, 
if that be impossible, we must ourselves set about 
producing the commodities we wish to obtaip. Now, 
supposing that we are compelled to have recourse to 
this latter alternative, and that, instead of importing 
the wines of Portugal, the sugars of the West Indies, 
and the com of Poland, we are obliged directly to pro* 
duce these or equivalent articles at home, is it possi- 

* Principles of Political Economy, p. 411. 
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bie io doubt that it would be of the gre«test iid«a* 
tage were we to discoter processes Whereby we mi^ 
be able to obtain them, or tbcir substitriteii^ aa^heep 
or cheaper than befinre? Mr Mdthus has indeed 
said, that there are no grounds for 8i:^po6h^ tl^ 
such an improrement could take place; and I aoft 
not disposed to dissent from tim opinion. But the 
question is not, whether the improvement can be 
made, but whether^ if made y it wcmld not be greatly 
and dgnally beneficial ?-^and whether etery ap« 
proach to it be not advant^eous ? 

r^ It will be observed, that, in arguing thss ^MtieU, i| 
has been supposed throughout^ that the ofa^eoi which 
the person who constructs a machitie has in view, is, to 

I lowet the cost of the commodities to be prodmeed by its 
agency, and, consequently, to increase til^ quantity^ 
But Mr Ricardo has supposed,^ that a machine mi^t 
be introduced, not in the view of reducing die cieet 
df commodities, but because it would give ito ownar 

j the same, or, rt ail evrats, but a very little mk>re^ 

{ net profit, than he derived from tiie employment of 
labour j and in such a case, there can be no doubC, 
tibit the immediate effect of the ihtroductioH of the 
machine, would be most injurious to the labourer. 
To render this more intdKgible, let us suppose that 
profits are 10 per cent, and that a cafntiJist teis ^ 
capital of JL 10,000 employed in paying tihe wages of 
woiicmen, who produce him as much cloth as sdls 



* Principles of Political Economy and Taxation, 3d edit, 
p. 466. 
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atthd eiid dftUe y^OT for L. 1 1^000, that is Ii« IO4OOO 
to r^bice Ms ca{Htal> and L* 1000 as profits. Mr 
Kicardo says, that it will be indi£fereht to this capita*- 
&t, whether he.invests his capital of LJO^OOO in a 
tecy durable machine that will produce only die one 
€fer(dn/& of the ctotb, or as much. as. will yield the 
Li 1000 of profits } though, if he does this, it is chii- 
inn^ ihit all the workmai be employed will be tunb- 
^ idrkl^ aiMl there will no longer be either a de^ 
mmd for their services, cur a fund for their maintet- 
nance. But though such a case is possible, it mayj^ 
tiev^rtiielessy be safely affirmed, that it has never 
hitherto actually ocmirred^ and that it is extremely 
unlikely it eter wilL G^>itali^ never resort tama^ 
ehmes^ unless when they expect to ^o^ee, by their 
Btanov tib^ same mffitf of commodities as hef»e^ at a 
cheapmrrater Iftheyw^e to aet rat the priwiple^ sup- 
posed by Mr Ricardo, those who had previously becpt 
bringing llO^OOO yards of cloth to madbet, of whiek 
10,000 were profits, would, i^ future, brii^ only 
these 10,000 ; and under sudi ciroumstanoes, every 
fi-eah introdlictioQ of machinery wouU ine^itfddy be 
followed by a dimimsAed suj^ly qfcommoditie^, mui \ 
ariai/of prices^ Bat the opposite efi^ts, as eterj 
one knowsi have hitherto always followed^ and, we 
may confidwtly predict, will always continue to Sd^ 
low> every introduction of machinery. No man would 
choose to invest his capital in a machine itom which 
it could not be witjidrawn^ were it only to yield the 
same, or but a little more profits, than it did when 
employed in supporting labourers ; for this would be 
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to expose bis fortune to very ccmfladerable hasiidfiom 
tke caf rices ofhi^ibn, at t^ satoe time tbatit mmld 
gi^atly leaaea his influenee and oonftderatimi in the 
country. The case supposed by Mr Rieardo isbfffe* 
ly possible. In the aetual Inisinefls of the wqck^ 
machines are never introduced to lessen, birt alines 
to augment grogs produce ; or, which is the same 
thing, they are intro^eed imly when it is l^ieUemd 
they can supply the existing demand at a cl^iq^ 
rate than it could be supplied before ; andithaa he^i 
suflteiently proved, that while they do this, they osn 
never occasion the least injury to the bdxmr^^ but 
must, on the contrary, be highly ben^cial to him* 
; It appears, therefore, that the utmost facility of im>- 
diction can never be injurious, but must always be 
attended widi the greatest, adwmti^. >*< Augmen- 
ter la reproduction annueUe, la porter aussi loin 
qu'elle pent aller, en d^barassant de toute entrave 
et en animant Pactivit^ des hommes, yoila 1^ grand 
but que doit se proposer ie gouvemement/' ^ An 
excess of one particular commodity nu^ be.oceasbn- 
ally produced ; but it is quite impossible that there 
can be too great a siip{dy of every comm<(dity. The 
fault is notin {ttodueing too much, but in producii^ 
commodities which either do not suit the tastes of 
those with whom we wish to exchange tfaenii m* 
which we cannot ourselves consume. If we. attend 
to these two grand requisite v^^ ^^ produce sxkck 
commodities only a& can be taken off. by those to 

* Dignan Essai mr V Economic PoHtiqne, p. 184. 
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whom vfe offer them for sale, or sueh as are directly 
ataiUUe to our own use, we may increase the power 
of produetioii a thousand or a million of times, and 
we iriudl be just as free of all excess as if we diminish^ 
ed it in the same propoMion. Every person in 
possession of commodities is qualified to become a 
demtpd^. Biit if, instead of bringing them to 
market) he chooses to consume them himself, there is 
obvioiisly an end of the matter ; and it is plam, that 
the multiplication of such commodities to infinity, 
could never occasioii a glut. Suppose, however, 
th^t he does not consume them himself-~that he 
vdshes to obtain other commodities, and that he of*- 
fers them in exchange. In this case — and in this 
ca^ cQoly — ^there may be a glut ; but how does it 
arise ? Not certainly because there has been an ex- 
cess of ^eduction, but because the producers luive 
not properly adapted their means to their emls. 
They vvaQted, for eitample, to obtain silks, and they 
offisrad cottons in exchange for them : the proprietors 
of the silks were, however, already sufficiently sup- 
plied with cott<His, and they wanted broad cloths. 
The cause of the glut is therefore obvious : It con- 
sists not in over production, but in the production 
of cottons which were not wanted, instead of broad 
clothe which were wanted. Let this error be recti- 
fied, an4 the glut wSl disappear. Even on the sup- 
position that the proprietors of silks are not only sup- 
plied widi cottons, but that they are also supplied 
with cloth, and every other commodity which it is 
in the power of the d^nanders to produce, the priii- 
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ei^ fiir vhich we are contending^ould^ oot be in^. 
ratidttedL For^ if tbo6e who want «ift8 <»iiiiot db- 
tara them in exchange for broad dotlig, or suoh other 
commodities as they are either possessed of, or can 
produce, they have m (dmous resource at hand — 
ihej can abandon the prodnelion ef the comrao- 
ditiei which they do not want^ and apply them- 
mines directly to the production ^ tho$e wh^ 
th^ do want, or of substitutes for them. In no 
case, thereforei whedier a country has pr b^ not 
an intercourse with its neighbours, or whether the 
SKdl^^ its commodities can or cannot be extend- 
ed, can an increased fitcility of production ever be 
attended with the slightest inconvenience. We might 
widi equal truth pretend, that an inc]:«ased fertilily 
of soil and an inereased salubrity of climate are in- 
jurious. Such commodities as are carried to market, 
are produced only in the view (^ obtaining others in 
exchange fbr them j and the fact of their being in 
excess, affi)rds of itself a conclusive proof, that there 
is a corresponding deficiency in the supply of those 
they were intended to buy, or to be exchanged foR 
An universal glut of all sorts of commodities is, 
therefore, impossible : Every excess in one class 
must be balanced by an equal deficiency in some 
other. It is not the increase, but the wrong ap^ 
pikation of productive power, the improper adap- 
taUon of means to ends, that is in every case the spe-» 
cific cause of gluts. And it is plain that the real 
and only effectual remedy for this evil is be found lA 
the perfect freedom of industry, and in the establish- 
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jxkis^p 9f f liberal 8^4 fi»lvg«4 system of ^^i^menn^l 
.jpliciTt Were Yffi gradually to recur xq the mmd 
princip^ of friee trsA^ and to rpnounce ev^ry at- 
tempt |;o fpfitter ^ ^courage me b^nf^ of ior 
dustry mqr^ tb(ia anqtb^rK t)ie dwices of ipji^dipiws 
prp^wtiop woifld !?? TQry greatly diwiniah^d, ^d, 
w]\m it dfii OQcur, it would bo mjucb sopner rfjctv- 
^^. £[it)ier(;p> when too muqh capital has b^ea ^t- 
^^^ed to pne brapph of industry, inst^ of leaving 
it to find qi^t other cl^annels of investment for itself, 
Gover^in^ul has generally interfered to prevent the 
r^storatip^ pf that natural equilibrium between th^ 
price and cflft of production which the ardour of 
spepul^tion may sometimes derange } but which the 
|telf-interesl^ of those concerned will, when let alon^ 
iiif^ibly restorot It is to this interference on the 
part of Government^ tb^t nine-rtenths of the glut;s 
which now occur may be traced. The restrictive and 
prohibitive system has wrenched society out of its na- 
tural position. It has placed every thing on an inse- 
cure basis. Our com laws, for example, by raising 
the average price of com in Great Britain to nearly 
double its price in every other country, prevents all ex- 
portation in a year of unusual plenty until the price 
has sunk 40 or 50 per cent, below the cost of produc- 
tion, or until the agriculturists have been involved 
in the extreme of misery and ruin. Such is univer* 
sally the case. £very artificial stimulus, whatever 
may be its momentary effect on the department of 
industry to which it is applied, is immediately disad- 
vantageous to others, and ultimately ruinous to that 
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wkiefa it was intended to promote. No arbitrary re- 
gulation, no act of the Legislature, can add any 
thing to the capital of the country ; it can only force 
it into artificial chaimels. Besides, after a suflBcien- 
cy of capital has flowed into these channels, a re- 
action must commence. There can be no foreign 
vent for their surplus produce ; and whenever any 
change of fashion, or fluctuation in the taste oi the 
consumers occasions a falling off in the demand, 
the warehouses are sure to be filled with commodities 
which, in a state of freedom, would not have been 
produced. The ignorant and the interested always 
ascribe such gluts to an excess of productife power. 
The truth is, however, that they conclusively indi- 
cate its diminution ; and that they are the necessary 
and inevitable result of the application of those poi- 
sonous nostrums by which the natural and healthy 
«tate of the public economy is vitiated and de- 
ranged. * 

* M. Say was the first who showed^ in a satisfactory manner^ 
jthat effective demand depends upon production (see his chap- 
.ter de Debouckei ;) and that gluts are the result of the mnap 
plication^ and not of the increase^ of productire power, lie 
same important principle was soon aiiter developed by Mr 
Mill ; who has illustrated it with his accustomed tajent^ both in 
his admirable tract entitled^ Commerce Defended, (p. 80.) and 
in his Elements, (p. 222.) 

But^ although the establishment <^ this principle is wholly 
due to the distinguished authors just mentioned^ it had biedti 
notioed by Dean Tucker, in a pamphlet published in 1752, 
(Queries on the Naturalization Bill, p. 13 ;) and is very clear- 
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Section V. 



PopukiHon alwftys proportioned to the means of Subsistence'-^ 
Capacity of the principle of Population to repair the ravages 
o/* Plagues and Famines-^-^Comparative increase of Capital 
and Population, 

The circumstances most favourable for the produc-^ 
tion of wealth being thus traced and exhibited, we 
shall now shortly investigate those that determine 
the increase and diminution of man himself. 

From the remotest antiquity down to our own 
times, it had been the uniform policy of legislators 
to give an artificial stimulus to population, by en- 
couraging early marriages, and bestowing rewards 
on those who had reared the greatest number of 
children. But the researches of Mr Malthus, who» 
though not the original discoverer of the principle of 
population, was certainly the first to establish it on a 
securefoundation,have shown the mischievous nature 



\j stated in a Tract published in 1795 — " Demand," says the 
writer, " is at all times regulated by production, which it 
never can exceed, and which it must always accompany. — 
While there is production there must be demand, nor is it pos- 
sible to conceive the one without the other. To suppose that 
there may be a production of commodities without a demand 
- — provided these commodities be of the right species, and no 
individual can have any interest in producing any other — ^is as 
absurd as to suppose, that the revenues of the several indivi- 
duals composing the society may be too great for their consump- 
tion— iSiSre/cA of the Advance and Decline of Nations, p, 82. 
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of all such interference. They have shown, that 
every increase in the numbers of the people, occa- 
sioned by artificial expedients, and which is not 
either preceded or accompanied by a corresponcUng 
increase in the means of subsistence, can be produc- 
tive only of misery, or of increased mortality ^ — ^that 
the difficulty never is to bring human beings into 
the world, but to feed, olothe, and educate them 
when there )-^that mankind tfa every where increase 
their numbers, till their multipli6ation is restrained 
by the difficulty of providing subsistence, and the con- 
sequent poverty of some part of the society ; — and 
that, consequently, instead of attempting to strenghen 
the principle of increase, we should invariably endea* 
TOUT to cMtrol and regulate it. 

If the extraordinary pains most governments have 
taken to encourage the increase of population had 
net been positively pernicious, it is pretty evident 
they were at any rate quite uncalled for and unneces- 
iary« Man does not require any adventitious in- 
ducement to stimulate him to enter into the matri- 
monial state. Wherever two persons have the means 
of subsistipg, a marriage invariably takes place. 
** The demand for «i^«," says Dr Smith, " like 
that for any other commodity, necessarily regu- 
lates the production of men ; quickens it when it 
goes on too slowly ; and stops it when it advances 
too fast. It is this demand which regulates and de- 
termines the state of population in all the diffi^reut 
coimtries of the world — ^in North America, in Eu- 
rope, and in China ; which renders it rapidly pro- 
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grc»sive in the first) slow and gradual in the second, 
and altogether stationary in the last/' * The widest 
and most comprehensive experience confirms the 
truth of this remark. Those who inquire into the 
past and present state of the world, will find, that 
the population of all countries has been invariably 
proportioned to their means of subsistence. When^ 
ever these means have been increased, population has I 
abo been increased, or been better provided for ; and > 
when they have been diminished, the population has 
been worse provided for, or has sustained an actual 
diminution of numbers, or both effects have follow* 

But the principle of increase in the human race is 
80 powerful as not only to keep the population of the 
most favoured countries, and where industry is most 
productive, up to the means of subsistence^ but to { 
give it a strong tendency to exceed them. Not a 
few of the inhabitants of those countries that are 
making the most rapid advances in the accumulation 
of wealth, have to maintain a constant struggle with 
povierty, and are but insufficiently supplied with the 
articles nei^ssary to provide for the wants of a nu- 
mermis family. Sul^istence is the grand desidera^ 
tam. If it be supplied in sufficient abundance, popu* 
ktimi may safely be left to take care of itself. So far 
from there being the least risk of its falling below the 
means of subsistence, the danger is all on the other 
aider There are no limits to the prolific power of 
# ' 

• I. p. 22. 
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plants and animals. They are all endued widi a prin- 
ciple which impels them to increase thdr numbers 
beyond the nourishment prepared for them. The 
whole surface of the earth might be gradually cover- 
ed with shoots derived from a single plant; and 
though it were destitute of all other inhabitants, it 
mighty in a few ages, be replenished from a sii^e 
nation, or even from a single pair. 

*' Throughout the animal and vegetable king- 
doms,'' says Mr Malthus, ** nature has scattered 
the seeds of life with a most profuse and liberal 
hand j but has been comparatively sparing in the 
room and nourishment necessary to rear them. The 
germs of existence contained in this earth, if they 
could freely develope themselves, would fill millions 
of worlds in the course of a few thousand years. 
Necessity, that imperious, all pervading law of na- 
ture, restrains them within the prescribed bounds. 
The race of plants, and the race of animals, shrink 
under this great restrictive law ; and man cannot by 
any efforts of reason escape from it.'' ^ 

The effect of plagues and epidemic disorders ilhis- 
trates the powerful operation of the principle of popu- 
lation in a very striking manner. However afflict- 
ing these scourges may be to humanity, there is no 
reason to suppose that the world would have.bera 
more populous than it really is, had they heea entire- 
ly unknown. So long as the means of subsistence 
are not impaired, the principle of increase speedily 

* Essaif on Population, I. p. 3. 5th Ed. 
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fiUs up the Tacuum caused by any unusual mortality. 
The diminution of the peculation improves the cir- 
cumstances of those who survive. By lessening the 
number of people without lessening the capital that 
is to feed and maintain them, it gives them an in- 
creased power over subsistence. The period of mar- 
riage is, in consequence, accelerated, and the num- 
ber of births proportionally increased. It appears 
from the tables given by M. Messance, in his va- 
luable work on the Population of France, that 
the ravages occasioned by the plague of Marseilles, 
in 1720, were very soon repaired ; and that, not- 
withstanding the diminution of the population, the 
marriages became more numerous, and were also 
more fruitful, immediately after the mortality had 
subsided. But the effects which followed the pes- 
tilence that desolated the Prussian dominions, and 
the middle parts of Europe, in 17IO and I7II9 are 
still more remarkable. Sussmilch, whose accuracy 
is well known, mentions that, previously to this pes- 
tilence, the average annual number of marriages, in 
a district of Prussia which had been carefully survey- 
ed, amounted to about 6000 ; and, though the pes- 
tilence is supposed to have swept off a full third of 
the inhabitants, yet, in the year immediately follow- 
ing this excessive mortality, the marriages amounted 
to double their former number, or to about 12,000 ! * 
It would be easy to produce a thousand similar in- 
stances of the prodigious activity of the principle of 

* Malthus on Popvlaiian, Vol. II. p. 1 70, 5th ed. 
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Papulation, and of its capacity to r^ftix th» mint 
dreadful ravages. It might, for e^mple, have baoi 
supposedi that the massacres of the revolution, and 
the bloody wars in which France was constantly enr 
gaged for more than twenty years, would hava nifid^ 
a serious inroad on her peculation. But, instead of 
being diminished, the population of France wascw* 
siderably increased in the interval between the e;^pul«* 
sion and restoration of the Bourbons. The abolition 
^f the feudal privileges of the nobility, and of the 
tithes, gabelle, corvees, and other odious and op- 
pressive biurdens, improved the condition, and stimu- 
lated the industry of the people. The means of sub- 
sistence were greatly increased ; and the new impulse 
that was thus given to the principle of population, 
was sufficient, not only to repair the waste occasioned 
by the ravages of the guillotine and the sword, but 
to make a further addition, in the course of twenty- 
five ye^xst of about three millions to the numbers ejr 
isting in 1790* The effects of the dreadful plague 
that raged in X^idon, in 1666, were not perceptible 
fifteen or twenty years afterwards. It may even be 
doubted, whether Turkey and Egypt are upon an 
average much less populous for the plagues which 
periodically lay tbem waste. If the number of peo- 
ple which they contain be considerably less now than 
formerly, it is rather to be attributed to the tyranny 
and brutal expression of the Turkish govemmenti 
which destroys tiieir industry, than to the losses 
they sustain by the plague. The traces of the 
most destructive famines in China, Hindostan, 
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figjrpt, and other countrieiy are tery soon oblltorat*- 
ed ; and the most tremendous conTulsions of na* 
tore, such as volcanic emptions and earthquakes^ if 
they do not bappm so firequently as to frighten 
ai?ay the inhabitants, or to destroy their industry^ 
hare been found to produce almost no effi^ on the 
arrerage population* * 

The extreme hnportance of controlling the princi* 
pie at population, may be shown by comparing the 
naturdi ratio of its increase, with the natural ratio (^ 
the increase of capitaL We have ahready seen, that 
that portion of the accumulated produce or capital 
of a country which consists of food and dothes, or df 
the various materials that can be made avaibble to 
the support of asan, fonm the only fund from which 
the inhabitants of a dviiized country can derive 
any portion of their subsistence* And hence it is 
pbin, that if capital has a natural tendency to in« 
crease faster than population, the condition of 
society must, generally speaking, become more and 
more prosperous: While, on the other hand, if 
population has a tendeiKy to increase fiuter than ca- 
pital, and if this tendency be not checked by the pre- 
valence of moral restraint, or by the prudence and 
forethought of the people, it is equally plain, that 
the condition of the peo[de murt become gradually 
more and more wretched, until the portion of sub« 
sistence, fdling to the Awe of the nugority, be re* 

* Malthus, n. p. 198, 
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duced to the lowest pittance that can piomUy sup- 
port mere animal existence. 

It is not possible to obtain any very accurate 
estimate of the absolute quantity of capital in a 
country at different periods; but the capacity of 
that capital to feed and support human beings, and 
the rate of its increase, may, notwithstanding^ he 
learned with sufficient accuracy, for our pirpose, by 
referring to the prc^ess of population. It is clear from 
the previous statements, that the inhabitants(tf a couo* 
try, supposing them to have the same, or about the 
same, command of the necessaries and conveniences of 
life, cannot increase without a corresponding increase 
of capitd. Whenever, therefore, we find die peo- 
ple of a country increasing without any, or with 
but very little, variation taking place in their con- 
dition, we may conclude, that the capital of that coun- 
try is increasing in the same, or very nearly the same 
proportion. Now, it has been established beyond all 
question, that the. population of several of the States 
of North America has, after making due allowance 
for immigrants, continued to double for a century past 
in so short a period as twenty, or at most twenty-five 
years ; and as the quantity of necessaries and conveni- 
ences, falling to the share of an inhabitant of the Unit- 
ed States, has not been materially increased or dimi- 
nished during the last century, this increase of popu- 
lation is a proof, that the capital of the country has 
advanced in a corresponding ratio. But in all old 
settled countries, the increase of capital, and, conse- 
quently, of population, is much slower. The popu- 
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ktbn of Scotland, for example, is supposed to have 
amounted to 1,050,000 in 1700 ; and as it amount- 
ed to 2,135,000 in 1820, it would follow, on the 
jHinciple already stated, that the capital of the coun- 
try had required about 120 years to double. * In 
]&e manner, the population of England and Wales a- 
mounted to 6,064,000 in 1740, and to 12,256,000 
in 1 821, showing that the population, and, therefore, 
the capital of that country, applicable to the support of 
man, or the supply of food, clothes, and other articles 
required for the support of human life, had doubled 
in about eighty years. ^ 

The cause of this discrepancy in the rates at which / 
capital and population advance in difieiient countries, 
is to be found in the circumstance of industry being | 
more productive in some than in others. It is ob- 
vious, that the increase of that portion of the capital 
of a country which consists of the food and other 
raw products required for the subsistence and accom- 
modation of man, must be very materially influenced 
by the fertility of the soils that are under tillage. 
Suppose the science of agriculture to be equal- 
ly advanced in two different countries : If the fer- 
tile of the soils under cultivation was twice as 
great in the one as in the other, it is evident, that 
the power of adding to that portipn of capital which 
consists of food and other raw materids, and which 
is always the most important, would be twice as 

* It has more than doubled in this period ; for the condition 
of all classes of people has been exceedingly improved. 
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great in tlie country where the soil was of the h^fa» 
est, as in that where it was of the lowest fertility* 
It is on this principle, that we are enabled to de« 
count for the extraordinarily rapid increase of 08^tal« 
and, consequently, of population, in the United 
States, and generally in all colonies planted in fertile 
and thinly-peopled countries. America possesses a 
boundless extent of fertile, and hitherto unoccupied 
hnd ; and her agriculturists, who are acquainted with 
all the arts and sciences of Europe, apply themsdires 
only to the cultivation of the finest soils. Thdr in^ 
dustry is, in consequence, extremely Well rewarded* 
Each farmer has a great deal more produce than is 
required for his own consumption, or that of his fa- 
mily ; and as he accumulates the surplus as capital, 
there is a proportionally rapid increase of ci^pital, and, 
consequently, also of population. 

But the situation of Great Britain, and of eil old 
settled and comparatively populous countries, is en- 
tirely different. Our most fertile lands have long since 
been brought under tillage ; and we are now obliged 
to raise whatever additional supplies of food we 
require, either by forcing the more fertile Irads, 
or by resorting to such as are of very inferior pro- 
ductive power. The consequence is, that agri- 
cultural industry is here comparatively ill rewarded. 
A given quantity of labour applied to the worst 
lands under tillage in England, does not certainly 
yield above half the quantity of food, and other raw 
produce, that it would yield were it applied to the 
cultivation of lands of the same degree of fertility 



Digitized 



by Google 



POPULATION. SOS 

as tlie wored; that are imder tilbge in die vfesteim 
Stetes of America ; and, hence, it follows, that the 
uoderti^er of any work in England, who should gbft 
ike same amount of produce to bis men, as wages, 
ik9t is; given to labqarers in these States, would hai^ 
a far less quantity remaining to himself, and woidd 
hav^ a proportionally small power of accumulating 
capital* It is true, that, in the event of wages being 
ireduced when tillage is extended over inferior soils, 
•the share ci the produce falling to the employers of 
workmen, is not diminished to the same extent that 
production is diminished. But as tihie labourers moat 
always obtain such a supply of necessaries and con- 
veniences as is sufficient to enable them to exist, and 
continue their race, no very considerable reduction 
can, in most cases, be made from wages: And, 
in point of fact, it is invariably found, that wherever 
tillage is widely extended over inferior soils, both 
the amount of produce, and the share falling to the 
eapitali/sts are very much diminished ; and there is, in 
consequence^ a comparativdy slow increase of capital 
9Skd population* 

The powerful influence ex^cised by the quaUty of 
the sdls under cultivation on the productiveness of 
industry, and, consequently, on the accumulation of 
capital, may be learned as well by tracing the pro* 
gress of cultivation in the same country, as by coii»- 
paring its state in different countries. It is stated, 
j&NT example, by Messrs Iveson, Harvey, Wakefield, 
and other intelligent witnesses examined by the Com- 
mittee of the House drComnM)ns^ appointed, in 18^, 
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to inquire into the state of i^ricttltiirey that the best 
lands under tillage in England yield from diirty-six 
to forty bushels of wheat per acre, while the w(Mt 
knds under tillage only yield from eight to ten bush- 
els. Now, it is apparent that, with an equal de- 
gree of agricultural skill, there would have been four 
times the quantity of produce obtained by the agency 
of a given quantity of labour, when the best lands in 
Inland only were cultivated, that will now be ob- 
tained by applying the same quantity of labour to the 
culture of the worst lands under tillage ; and sup- 
posing other things to haye been about equal at the 
two periods, there would have been in the first /otir 
times the power to accumulate capital^ and, conse- 
quently, to provide for the wants of a population in- 
creasing four times as fast as in the latter period. 

It is true, that the difference that has actually ob- 
tained in the progress of society in England, between 
the rates at which capital and population have in- 
creased at different periods, has not been proportion- 
fed to this difiference in the quality of the soils suc- 
cessively brought under cultivation ; and this because 
1 the science of agriculture has not been stationary, 
put has been, all the while, making constant advan- 
ces. It is obvious, however, that if agricultural 
science had remained in the same state, the power 
of the country to increase its supplies of food, and, 
consequently, to provide for the principal wants of 
an increasing population, would have varied precise- 
ly according to the variations in the qualities of the 
soils successively brought under cultivation. 
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. But iu eountriea in t^ situation of England and 
the United States^ whose inhabitants speak the same 
hu^piage^ and have a very extensive intercourse with 
each other, all those arts and sciences that are gene- 
rally, cultivated in them both, must approach very 
n^ar to an equality. No considerable discovery 
could be made in agricultural science in England 
without its being immediately communicated to Ame- 
rica, nor in America without its communication to 
Engliuid ; and, therefore, if the lands last taken in- 
to cultivation in America be possessed of twice or 
thrice the ^ductive power of those last taken into 
cultivation in England, there can be no doubt that 
agricultural industry in the former will be about 
twice or three times as productive as in the latter : 
and the power which each country will possess of in- 
creasing that portion of its capital which consists of 
food and other farm produce will be in tlie same pro* 
portion. 

It appears, therefore, that the power or capacity 
which countries possess of producing sufficient sup- 
plies of food to feed their inhabitants, is very differ- 
ent at different stages of their progress. In the ear- 
lier periods, when population is comparatively limit- 
ed, it being only necessary to cultivate the best lands,^ 
industry is comparatively productive, and there is a 
rapid increase both of capital and population : But 
the best lands in every advancing country of mode- 
rate extent are speedily exhausted; and, whenever 
this is the case, recourse must unavoidably be liad to 
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thoie of inferior fertility^ to obteiD the means of {iro- 
viding^ for an increasing popuhticm : And with eveiy 
ioforior quality of land brought anderooltrmtiot^afn- 
portional diminutimL will be made in the produetife- 
neaa of industry, and in the rate at which ci^ital imd 
population are adrandng* Were cultivation io iu 
extended in Kentucky and Louisiana^ a&'to rendi^ 
the landa last subjected to tillage in them of no great- 
er £ertility than those last cultivated in Great ftritain, 
the j^rogreas of ci^ital and pc^mktion would be re- 
duced to preciaely the same level there luid here.^ 

But while the power of all countries t^ feed 4id^ 
tional inhabitanta is thus progresnv^y dimini^ed^ ae- 
oerding to the diminished feitiKty of the soils whi<^ 
they must successively bring under eulthationy the 
power possessed by their inhabitants of adding t# 
their numbers, undergoes no sensible change. That 
pfiqciple, or instinct, whieh impds^ man to propa- 
gate his species, has appeared in all ages and eeofir 
tries so nearly the same, that it may, in the lan- 
guage of math^naticians, be considered as^ a etm- 
stant quantity. The same power that has douUed 
the population of America in tweu^y or twenty-fiv« 
years, iaalwaya in operation y and if the sopj^esr^ 
£fiod and othei* articles necessary for the si^ipoi^ of 
the people continue to in<;rease as £Mt as they have 
done, population will most certainly continue to ad-> 
vance in the same proportion in all time to come ; w, 
at all events, until the qpaoe r^uired to carry on the 
operataons of industry haa become defioienC, But the 
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principle of inoieaie is quite as strong in Yorkshire or 
Nornuindy as it is in Kentucky or IHinois^and yet it is 
plainly impossible that tke popul^ion o£ Enghnd or 
France cm be doubled in so short a period. Owing 
to the greater sterility of the soils we are now cnU 
tivatiiig, the quantity of produce to be divided be- 
tween the undertakers of work in Great Britain 
and their labourers is much less than in Am^iea^ and 
both parties have in consequence a leas power of 
prodding for the wants of a family. These ctrcum. 
stances have had a corresponding influence on the 
haUta of our people. They have felt that it would 
be equally ruinous to themsdves and their oi^Miag 
to enter into matrimoniai ccmnectioRs until they had 
some regson^le prospect of being able to provide for 
the children that might be expected to spring firon 
them. In consequence, marriages are vearj generally 
deferred to a later period than in America, and a 
Bmch larger proportion of the papulation find it ex- 
pedient to pass their lives in a state of celibacy. 
And it is fortunate that this is the case ; it is for* 
tnnate^ that the good sense of the people, and their 
laudable desire to preserve th^r place in society, 
has made them control the violence of their pas- 
nous, and diinregard the dkia of so many spurious 
advisers. Man cannot possildy increase beyond the 
means of subsistence provided for his support : And, 
therefore, it is quite obviims ^uid certain, that if the 
natural tendency of peculation to increase, in coon* 
tries advanced in the career of civUiMtion, and 
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where there is, m consequence, 9 considerably in- 
creased difficulty of providing supplies of food, be 
not ched^ed by the prevdence of moral restraint, or 
by the prudence and forethought of the people, it 
must be checked by the prevalence of vice, misery 
and famine. There is no alternative. The popuf- 
lation of every country has a power, supposing food 
to be adequately supplied, to go on doubling eveiy 
five-and-twenty years : But as the limited extent 
and limited fertility of the soil render it impossible 
to go on producing food in this ratio, it necessarily 
follows, that unless the passions are moderated, and 
a proportional check given to the increase of popula* 
tion, the standard of human subsistence will not on- 
ly be reduced to the lowest assignable limit, but fit- 
mine and pestilence will be perpetually at work to 
relieve the population of wretches bom only to be 
starved. 

The only criterion, then, of a real, and beneficial 
increase in the population of a country, is the in- 
crease in the means of its subsistence. If these 
means are not increased, an increase in the number 
of births can be productive only of increased misery 
and mortality, *^ Other circumstances being die 
same," says Mr Malthus, << it may be affirmed that 
countries are j)opu/6t/^ according to the quantity of 
food they can produce or acquire; and happi/f aC' 
cording to the liberality with which this food is di- 
vided, or the quantity which a day's labour will. pur- 
chase. Ccnm countries are more populous than pas- 
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tare cOHntries^ and rice countries more piqmlous 
tiian com countries. But, their hairiness does not 
depend either upon their being vtiore or less densely 
peopled, upon their forefrty or their riches, their 
youth or their age, but on the proportion which the 
population and the food bear to each other.*^* 



* Estay on Population^ II. p. 214. 
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PART III. 

DISTRIBUTION OF WEALTH. 

The various methods by which that labour which 
is the only source of wealth may be rendered most 
productive, and the mutual relation and dependence 
of the diffisrent kinds of industry being previously 
traced and exhibited, we now proceed to the third 
dwision of our subject, or to an investigation of the 
laws regulating the proportions in which the different 
products of art and industry are distributed among 
the various classes of the people. 
. In treating of the production of wealth it was not 
necessary to inquire, whedier the labour required to 
appropriate aud produce commodities, and without 
the expenditure of which they would be wholly des- 
titute of exchangeable value, was the sole limiting 
'principle and measure of that value, — or whether it 
was not partly derived from other causes, and partly 
only from labour. But an acquaintance with the cir- 
cumstances which determine the value of commodi- 
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ties, in all the different stages of society, is absolute- 
ly necessary to enable us to ascertain the principles 
which regulate their distribution. 



Section I. 

Value of tfbo sorts — (1.) Exchangeable Value — How it is 
determined — Conditions required to render a Commodity invari-^ 
able in its Exchangeable Value — (2,) Real Value — How it is 
determined — Conditions required to render a Commodity inva- 
riable in its Real Value — Quantity of Labour required to pro^ 
duce a Commodity different from the quantity of Labour for 
which it will exchange. 

The Talue of a commodity may be considered in 
a double point of view ; either, 1^/, in relation to the 
power or capadty which it possesses of exchanging 
for, or purchasing, certain quantities of labour, or of 
other commodities obtainable ooly by means of la« 
boor i or, Hd, in relation to the quantity of labour 
that has been expended in its apjn'opriation w pro« 
duction, or that would be required for that purpose at 
the period when the investigation is made. 

Value, considered in the^^Z p<»nt of view, is usu- 
dly denominated exchangeable or relative value. 

Value, considered in the ^ecoitc/ point of v^w, may 
be denominated real value- 
It is abui^antly obvious, that all commodities, pos^ 
seased of exchangeable, must also be possessed of 
real value, and vwe versa, 

I. Exchangeable Value. — All commodities 
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which 9re in dfonandi and whv4» re^^re ray pQrdsQ 
of voluntary labour to obtain tbeQi> af^ pQSnefweA of 
value,— that is, of the powor pr wpapity of ejich^mgr 
ing for labour or for other commodities : For, to em- 
ploy labour in the production or appropriation of a 
commodity, is really tp ei^ph^nge labour for it ; and 
any one commodity which it has required labour to 
obtain, will naturally be of the same value as, or will 
have the power or capacity of exchanging for, any 
Other commodity obtainable only by the same quan- 
tity of labour. 

But though exchangeable value, or the capftcity of 
exchanging for*other things, is a quality inherent in all 
commodities which are not the spontaneous produc- 
tions of nature, it is one that can neither be manifest- 
ed nor appreciated, except when they are conpayed 
with each other, or with labour. It is indeed quite ivi 
possible to speak of the value of a commodity without 
either referring to some other commodity or to laboui? 
as a standard* No one article, or product, can have any 
exchangeable value except in relation to some other 
article or product that either is or may be exchanged 
for it. It wouhi be just as correct to talk aboitf ah^ 
solute height or absolute depth, as about absolute va- 
lue in exchange. A is said to be vahiaUe, or poa? 
It^ssed of vahie, because it has the power of exchang- 
ing for a given quantity of B or C ; and it i& evi» 
deqt, that the quantity of B or C, for which A ex- 
changes, forms the only attainable measui^e ol^ oi; ex^ 
[Hression for, the value of A ; just as the quantity of 
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A fbrtxfs the only ^ttdtiable kneasure of 'At exjpres- 
siOtt for the value of B Or C. 

It follov^i fVom the citcutiistanee of exchange&bk 
Value being the power which lEi commodity has bf 
e)cchanging for other commodities or for labour^ tliaS 
ihl^ eicehahgeable value of no one commodity can 
viiry without occasioning a simultaneous yariation ih 
the ekchangeable Value of all those with which it i^ 
cotiipared. Suppose that a bushel of corn fex^ 
changed^ in 1820, fot* five shillings^ and that it now 
exchanges for ten shillings ! In this case, it is bvi^ 
dent that tom hds doubled in value aii compared 
fVith stiver } or, Which iS the same ttiiiigi that silVeif 
has lost a half of its value as compared with corn; 
This dase is, mutatis hiulandisi the identical^ case of 
HI commodities or products exchafaged against ond 
anOtheri If A rises, it must be iii relation to some^ 
thing else, as B ; and if 6 falls, it taust be in relatiori 
td something else, as A ; so that it is obviously im- 
possible to change the relation of A to B, without 
at the Same time changing that of B to A. * 

It appeai-Sj therefore, thtit no comm6dHt) can hi 
constant or invariable in its eaxhangeable tdlu^^ 
unless it will at all times exchange for^ or purchase, 
thd same quantity of all other commbdities and of 
tdbour. Suppose A exchanges for one B,*tWo C, 
ihree t), &c. its exchangeable value will be con- 
stant, provided it always preserves its present relation 
to them, but not otherwise. And it is obvious, that 
to communicate this constancy of value to A, it would 
be indispensable that those circumstances, whatever 
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they may be, that now determine its relation to, or iti 
power to exchange for or purchase the commodities, 
B, C, D, &c. should, in all time to come, continue 
•to exert precisely the same relative influence on it 
and them.* Experience, by exhibiting the exchange- 
able value of commodities in a state of constant 
fluctuation, sufficiently proves that the circumstances 
under which they are actually produced are wide- 
ly different in their operation from those now sup- 
posed. Perhaps, however, it may be worth while 
to observe, that, if commodities had been really 
produced under these circumstances, not A only, 
but every other commodity would have been an in- 
variable standard ; just as any given commodity in a 
market may be used as a standard to which to refer 
the value of all the rest. It is evident, too, that 
the possession of such an invariable standard would 
be of no use whatever : All that it would teach us 
would be, that the causes which first made A ex- 
change for B, continued to affect them both to the 
same proportional extent ; but of the nature of those 
causes, and the intensity of their o])eration, we should 
be left wholly in the dark. 

II. Real Value. — Having thus ascertained that 
the exchangeable value of any one commodity must 
always be expressed by the relation it bears to some 

* The conditions essential to the production of an invari- 
able measure of exchangeable .value were first clearly pointed 
out in the Dis,^ertation on the Nature, Measures^ and Causes of 
Value, p. 17. 
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<Abi&r cmnii»>dity or to labour, the next ob^t that 
claims our attention is the invest^ation of the oircun]^ 
stances which determine this relation, or of the 
I'egulating principle of value. Suppose A is now 
lequal to B; if, a month hence, A should become 
^ual to two B, the fact of this variation having taken 
jdace, would communicate nothing that could in&rm 
m. how it had been occasioned* But, if we ascertain 
the ccmse why A once exchanged for, or was equal 
in value to B, we shall, by tracing the operation of 
this cause, be able to arrive at some more definite 
conclusions. 

, It has been alrctady seen that no comsuxiity either 
is or can be possessed of talue, or of. the power qf 
exchanging for any thing else, unless it is in /i!^i> 
mandy and unless some portion of volunltuy laboinr, 
or, as Dr Smith has teimed it, of toil andtrouMef 
has been required /or its production er iq)prqpriation; 
Demand, therefore, may be considered as the. ulti- 
mate source or cause of both exchangeable and real 
value; and it is the quaniily of labour required te 
render a demand eflfectual, or the quantity required 
to produce, or appropriate the commodities wanteil, 
that forms the single principle by which their real 
Maine is exclusively regulated and determined* And 
it will be afterwards shown, that when there are n^ 
monopolies, and when the supply of commodities in 
the market is exactly jw'oportioned to the effectual de- 
mand, their exchangeable value is identical with their 
real value. If-then, it should, undar such eir- 
cumstanpes, be found that the pQWer of a eomftio- 
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dit]r» A» to punchtse, w Mckdnfe fm 
«odity^ B, was inci^eamd, lind if h sAionld alto be 
foaud that an equal increaae bid taken place in the 
quantity of labour required to produce A, wb9e 
the qoantitf required to prodwce B C9iltittfle& tjie 
aame, we tlwuld be entitled to say, that A kidm 
ereased in exchangeable talue bmame k bad in^anMl^- 
ed in real Taltie-^^-atsummg tlie tail and trdtAle of ac^ 
fuhing any Aing to be the metture of its ceal tahii^ 
iuref the esteem in which it is held by its posMnoi^ 
and) consequently, of the proportion in whidi he wfll 
exchange it for other things. 

The quafrtity of commodtties prodoeed by e^ual 
quantities of toil and trouble i$ not always feqaal :. Bui 
real Talae depends on the quantity (^labour ea^phub 
edf and not on the mode in which it is te}>e0d4nd^ or 
ob the degree of its productirfeneai. The various in^ 
mentions and discoveries by which the produetivid 
^wers of labcAir are augmented, add nothiiig dfthet 
ko its real value, or to that of the commodities product 
«d by its means. A day'sihdbout* in a njub state of 
Mfiety, when the arts are in their infancy, and the 
jUachinesusedby the labourer compamtivolyinefficienl^ 
wUl undbutedly yield a very di&rent quantity of {wai> 
duce fr(»n a day's labour in an advanced and oiviliaed 
|ieriod, when the arts are highly in^roved^ and 
jkhe most powerful machinery universally mttodueedi 
Nothing, however,, can be more obvious tluai that 
the sacrifice made by the labourer is just as greats 
the one ease as in the other. The variation^ Is net 
i|i the am(Hint of physt<»l &ree^ or ef hdnmr^. olefMd 
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bf ^n^igmA thUr piodbtteft) but me^df iti ^b0 MMlt 
in whttb that fooe is applied. But howeter iluT 
aame quaWity of labour may be laid ottt, and what^ 
kvcritiay be tbe amoiitit of its produce, ks peribrui^ 
Mce must uttatoidably occasion the ^ame smirifibt 
to thoae by Whon it is performed j and benee k ii / 
(ibmi^ that the prodnotg of equal quantities of labour^ 
er of toil andtrouye, must, howevar much they may 
d^er in magnitude, always be of preeisdy the same 
real Talue. Nothing that is valuable can be obtained 
except by the exertion of a certain amount of labour^ 
or of physical force. This is the ^ice that man must 
^y for ail things not sqpontanaously furaibhed by na-' 
ture ; and it is plainly by the magnitude of the ptiM 
so paid, and not by the magnitude of the things them- 
sdves, that their real ralue is to be estimated. 

So long, therefore, as we consider quantities of la^ 
hour and commoditiea in reference only to one ano» 
ther, without cotisidermg them in reference to the 
sacrifice their production or performance impdsei 
Oft man, we hafve no means by which to afiK^ertali 
thfe camm of variation in the exchangeaUe valtid 
of commodities. And if it were impossible to l^ 
eover these causes, the science of Political EconO^ 
iny, as now undet^tood, could not exist, it would be 
worse than idle to set about inquiring into theciiUses 
which determine the value of commodities, if that y»i 
hM were altc^her capricious and dependent on na 
fixed principle. If a commodity, A, for example 
fxehanges at one time for a quantity of labbUr^ B^ 
and at another time for twice that quantity, the vari- 
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atioa mty teiv6 «fiaett either Amu' Gm9e$.mdniAv6if 
ftflfectmg A, or exclusively afifecting B, or which maj 
have partly a&cted the o&e aad part}y the other; 
but so loi^ aa we cefopare only the commodity and 
the quantity of labour ti^ether, we shall nev^ he 
able to discover the cause of the vmation ; and, as 
(he one must be a standard to the other, we m%ht 
with equal propriety say, either that the commodity 
A had risen, and the labour B fallen in value ; or, 
if it be admitted that real value may exist, we migbt 
say that the real value of A had remained constant, 
while that of B had fallen ; or that the real value 
of B had remained constant, wlule, that of A had 
risen. 

. But as soon as we carry our investigations a little 
farther back, — as soon as we institute an investi* 
gation into the circumstances that limit or deter- 
mine value, — we immediately pa^ceive tbit given 
quantities of labour are not to be consideared in 
the same light as given quantities of its. pix>duce^ 
pr of comrpodities : For, whethiu* the quantity of 
commodities produced by a given amount of la*; 
hour varies or remains constant, the value of that 
quantity, in the estimation of the producer, necessari- 
ly remains the same; and he will always be disposed 
to exchange it for an equal quantity, or the produce 
of an equal quantity of other men's labour. Sup- 
pose an iiKlividual could produce two pecks of wheat 
Vy a day's labour in 1820, and that he can now pror 
^uce only on^ peck by the same quantity of labourj; 
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this one peck i^ill be deemed 4>y hitn^ an^d :ever^ on^ 
else, to be of exactly the same' real value that the^ 
two pecks were before; for it has cost tl^ same am<Aint 
of sweat and toll to raise it ; a&d it will, cdi][sequeM^ 
fy, exchange for, or buy the same quantity of those 
Commodities that continue to be produced by the 
^me amount of labour as in 18S0, that the twQ 
pecks did then. 

It appears, therefore, that the exchangeable Value, \ 
of, or the power of purchasing belonging to any given 
commodity, must be measured or determined by the [ 
quantity of some otiier commodity, or of labour, for \ 
which it will exchange j whereas the real value of a ;/ 
commodity, or the estimation in which it is held by v 
its possessor, is measured or determined by the quan* ! 
tity of labour required to produce or obtain it. ^^^ 

Suppose a bushel of com exchanges for, or is worth 
d yard of cloth : If the quantity of labour required 
to produce corn should be doubled, while that requir- 
ed to produce cloth continued the same, both the 
real and exchangeable tftlue of corn, as compared 
with cloth, would be doubled. But suppose that, in* 
stead of double the former quantity of labour being 
required to produce corn, it continues to be as easi- 
ly produced as before, while the quantity of labour 
required to produce cloth is reduced a half; in this 
case, the real value of cloth, and its exchangeable va- 
lue, as compared with corn, would be reduced a half; 
so that, while no variation took place in the real va- 
lue of corn, both its real and exchangeable value 
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would) ^ in the fbrtiMr eit«, be db^edi as doitiptf. 
ed whh ctoth."^ 

Assnnii&g, then, thttt the mttgftiitiHle of tHequnn- 
tMei of labour expended in the prodnction itf cfoniJ 
jnodhies is the ^le d^r^itttng principle of titieit 
teal value, it follows, that J if any tbmmodity requited 
at all limes the same quantity of labour, or of tdQ 
and trouble, for its production, it would be irwdrU 
&ble\tk its real valuOi It is obvious, hot^ever, that 
BO such commodity can possibly exist. The raf ying 
fertility of the soils to which tecourse must suct^es^ 
^irely be had, and the various improyetlieDtk that ar£ 

♦ The acute and ingenious author of the Templars* Dia^ 
toguet, (London Magdzine, May 1624, p. 551,) has stated, 
that '^ It k possible for A cbiftlnuftUy to iabrnM hi ti^- 
kie-4f| real vnlue observe— •and yet oointtMid a eonliiiaidly 
decreasing quantity of B;" This passage has beai aainuud?. 
verted upon by the author of the Critical Dissertation on 
the Nature, Measured, and Causes of Value. Nothing, h6w- 
6v^r, can be more perfectly fcorrect than the statement in the 
Dimiogues, — A and B haV^ beem produced by dertam quahtitieflf 
ef labewr ; but more iabeur is now requited to prodiiOe A^ asd* 
9k Still greats proporticmal quantity to produce B; under these 
circumstances, A must obviously have increased in real value^ 
or in the estimation of its producers, for it has cost them a 
greater sacrifice of toil and trouble ; but as A has not increased 
to fa^ in real value as B, it is |>lain it will no\t Exchange fo^, 
•er purchase a less quantity <^B. ItisdiAooittooaneeiteliMr 
thd aathi^ of the Dissertation idiould liet have peredved thjd 
distinction ; but if he had perceived it> he would certainly hare 
spared not a few of the remarks he has made xm the statements, 
advanced by Mr Ricatdd, ad well as by the author of the Zia- 
hgues. Dissertation on the Nature, &c. p. 41. 
11 
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^mjMheing inMci h the «^li«lioo cf kboHr, oot 
^mm peipetuirf immtiaii» In tlie quantitieft «f kt 
tmir it^u^ to piro4u0e nU sorti of eomttuidit 
Um* An4* tbi^reffir^^ it^ is n<^ tfx my one commodh 
t]r» or set of corom^Hie^, but to spme g^iyen qumti-i 
^ iijf l^bow^ tbi^ we mufiit refer for an. unvarying 
itiin4*ni of itm/ yiilue. 

: Wben it in wdf tbat a givtai quantity^ or the 
produce (^ a given quantity of labour, isalwaytof 
equal raa^ va^Iue* it is not meant to affirau that 
ti^m wb^ buy labour always give the same pp^ 
fKUtiw 0^ the produce of an unvarying quantity 
nS labour for the save quantity of labour. What S 
veaUy meant is^ that when tl^ market is ^crt a^ 
footed by eithec real or artifidal monopoliea^ and ' 
:when the supply of eommodities is equal to the 
effacftual demand, the comparative ^piantities of la- 
bour required for their production will determine 
the prcportiaw in which their possessors will tXr_J 
exchange the^ for eadf other, and for labour. A 
commodity produoed by a certain quanjaty of lahatur 
wall, in the state of ^ market now supposed, uni- 
imrmly exchange for, or bny any other eotomoditypB^ 
duced by the same quantity of labour* It will never, 
however, exchange fc^, or buy exact;ly the same quan- 
tity of labour that produced it }^ but though it wiU 

• i „ . . f ■ 1 1 1 » I . t 1 1 I 1 1 1 I . . , ■ I. ■ ; I, ^ i i I II. . I I I . I ■ I.. , »■ 

♦ In point of fact, it will always exchange for more ; and it 
M this excess that constitutes prqfits. No capitalist could have 
»ny motive to exdiange the produce of a given quantity of la- 
bour already performed for the produce of the same quantity 
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not do tiiis, it will always exchange for, ot biiy 
the same gtuzntity of labour as any other commodi^ 
produced under the same circumstances^ or hytneam 
of the same quantity of labour^ as itself. When a 
capitalist exchanges capital or commodities for la- 
bour» he really exchanges the produce of laiboQi^ 
already performed, for labour to be performed^ It 
is obvious, too, inasmuch as there is no fund ex- 
cept capital, or the commodities already produced 
and actually existing in a country, to feed and 
support the labourers engaged in the ^oduetkm 
of new commodities, that the quantity of produce 
they receive in exchange for their labour, or their 
•wagesy must vary according to the variirtions in 
the amount of that caj^tal, and in their number. 
At one period, the labourers may be so nume- 
rous, compared with the capital that is to main« 
tain them, that a labourer may be willing to of* 
fer a Afture day^s labour for the existing produce of 
an hour's labour already performed ; while, at an* 
other period, the number of Idbourers, compared 
"With capital, may be so much reduced, that a Iaboui> 
er may be able to obtain the produce of ten hours 
performed labour for twelve hours future labour. 
-But the real, and, in all ordinary states of the market, 
ti^ exchangeable value of those commodities, cmwhidi 
equal quantities of labour have been laid out, is not 



of labour to be performed. This would be to lend without 
feceiying any interest on the loan. 
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^.iany; degree affected by these variatioiis. The 
change is iu>t in the principle that r^^ulates aJad 
detenmnes value — ^the physical exertion, or the slw^ 
and toil of the labourer — but in what he (^tain3 for it 
.What he produces, or acquires by equal quantiti^ of 
labour always costs him the same sacrifice, and has, 
therefore, the same real value, whether it be lai^ 
or small. He gives a constant, but receives a vaii^ 
iJbJe quantity in. its stead* 

. This distmcticm must be kept constantly in view* 
J)r Smith seems to have ransddered the qiia&tity of 
JliajlTOur required fo furoduce a commodity as an equirt 
^n^ni 9Si^es«ion for the quantity of labour for which 
that coqimodity would exchange} and that, copse^ 
quently, it might either be said that the real value of 
jfi. is to the real value of B as the quantity of l^boVr 
required to produce A is to the quantity reqiiired 
to produce B, or that the real value of A is to the 
ireatvalae of B as the quantity of labour for whieh 
A will exchange, is to the quantity of labour for 
^bich B will exchange. But the difference between 
these two propositions is, in mok cases, nodiing les^ 
thun the difference between what is true, and what 
is fidse. And it is to Mr Ricardo's S£^acity« in 
distinguishing between them, and in showing that 
while the first isr und^ably correct, the second, in- 
€tead of being an equii^ent pnqpositicm, is frequent- 
iy opposed to the first, and, consequently, quite in^ 
accurate, that the science is indehted for one of its 
greatest improvements. 

In stating that the quantity of labour required to 
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produce oommoditiei k i^ oitoaljbe oidj ^Menpinii^ 
prinoij^e aqd measure of tbeir real^ and, gewMUy 
"^peekmg, ako of their exchangeeble vidoe, it is tidceu 
fbr granted, of eoursei that all sorts of labour am 
reduced to the ^ame connpoii stegaidard of intenaity. 
The inequalities in the physical force of those iaiidn* 
duals who have attained to theis full growth^^md ivhe 
aveperfectlyfonnedt aie in themseivea isimat^ial,aQd 
entirely disappear when considered in a general pomt 
of view« Suppose the moisk performed by the gene- 
ndity ef fi^ groum men ina given tioieto aaioiintte 
any certain quantity (jt) : If, oq the ene baiid» the 
hbour of a few individualf should amoimt to a little 
more than this common quantity (to ^+^ or ^Hhrgt 
&c«,) it is abundantly certain, that the labour of 9s 
many will, on the other hapd, fall as much sliort 

of it, (to ^ — ^ or 4?— ^f &c.) And, therefore, what- 
ever excesa may detain among one set <^ labmireri 
being fully balanced by a corresi^inding deficient 
among another set, it is plain that the common and 
^erage redi yalii^ of aU sorts of commodi^es will be 
{ffieeisely prcportioned to, or coincident wilih* the 
oommon and aMrage . quantities of labour requared 
for tbeiE prodnetion. , 

It will be shown, in the next section, that the cdioui»- 
atanee of certain sorts of labour l^dng of the desm^ 
tion whicl]^ is called ddlled, ai^ of their beang patf at 
« higher rate than those common sorts tha^ idl may 
perform, depends on principles which dp noi; ia aqy 
^gree affect the oarrectness rf the principle we 
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liate been endeaveurmg to establish vrich respeet to 
tb^ real value of commodities. 

The result of these investigations mi^ be Avm 
htieSj recapitulated :— 

1st, That no >commodity is possessed of either 
real or exchangeable value, unless it is in demand, 
and unless some portion of voluntary human labour 
has been required for its production or i^pn^- 
ation. 

Qdf That a commodity which is possessed of redtl 
must also be possessed of exckangeahk value, and con- 
versely. 

* 9d, That the real value of a commodity is idways 
dependent on, and exactly proportioned to, the quaa^ 
tity of labour required fot its production or impro- 
priation. 

4/^, That the exchangeable value (^a commoclity 
is dependent on, and exactly proportioned to, the 
quantity of any other commodity, or of labour, for 
which it will exchange. 

But though all commodities possessed of reid 
must also be possessed of exchangeable value, the 
proportion which the one bears to the other is, owing 
to the operation of monopolies, and of changes in the 
relation of the demand for commodities to the supply, 
isusceptible of very great variation. If a bushel of 
wheat and a yard of cloth are each produced by equal 
quantities of labour, they will be of the same real va- 
lue ; but either an actual or an apprehended scarcity 
would have the effisct to make the exchangeable valiie 
of com, or its power of exchanging for, or buying 

p 



Digitized 



by Google 



3S6 VALUER 

ctim UiiOg^ fproitly ocoeed thatof /olokh ; wbile^fw 
the other hand, an unysually abimdm^ harv«^ <Mr. 
an Qniinial tdemand tor clpth, would have the^J&ct 
to raise its exchangeable value in relation to pv^-. 
And hence it is obvious, that though a poqimodity 
did e^ust^ requiring at all times the iwne quantity of 
Idbpur £9r its {production, it would not, as Im bfen 
acmetia)^ suppo^d, form a standard by whidi ^ 
measure variations in the exchangeable value of 
Qthfia: commodities, or of labour. For, its value ip ex- 
change might vary from the influence of cav|se# ^ 
fecting itself, though extrinsic to, and independent 
on the quantity of labour required for it$ production ; 
or it might isary jrom similar cwses, operating on th^ 
commodity with which it was to be comparedf If A 
was always produced by the same quantity of latHHtr, 
and if B and C were produced by varying ^plai^kies 
of labour, then, if vahie in exchange d^^^ed m 
nothing else but quantities of hhonvj or if it always 
bear the same proportion to these quantities, we 
^uld be ^le, by comparing B and C with A, to 
say at <mce, whether their value had remained cou«* 
stant, or to point oiit the precise extrat to which it 
had varied. But, when there are other causes whidi 
may affect the value of A itself, as well as the va,lues 
of B and C, it is obvious we should not be able, by 
merely comparing A with the others, to say if a va- 
riation took place in the relation that had formerly 
obtained amongst them, whether k had been occa» 
simed by causes exclusively affecting A, orexclusive- 
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ly aflbcting B and C, or ndiether they had all beei 
aftcted^ thcH^h in diftrent degrees. 

But, tbough it is quite TiMiiary to expect to find 
what cannot postibly exiat—an iBvariiMe standard of 
exchangeable isahie, it is not so difficuUf as m]gfat» at 
firstt be supposed, to tiace aU tariatiottt in ikm 
exdiangeable vidne of commodittes to their j^xqpar 
sooiM. The discrepancies Chat obtain betwem the 
real and exchangeable ralue <tf commodities, are not 
arbitrary and cajnricious. They all depend on a very 
few principles whose operation and eflect admk of 
being clearly exhibited and defined. And when tliis 
is done, the proportion which the exdiangeaUe value 
of a commodity bears to its real value, at any ghrra 
period, may be easily determined* 

Having premised these observations on value, I 
shall now proceed to investigate the laws which go* 
vem the distribution of the productions of art and 
industry among the different classes of the society^ 
and the circumstances which determine their ex« 
changeable value in the diffisr^t stages o£ its pro^ 
gress. 

Section II. 

Classes among which the Produce qf Industry is divided^^ 
Equality of Wages in all the Different Departments qf Indus-' 
try-^'-'Equality of Prqfits — Capitals of every degree of Dura-^ 
bility. 

The inhabitants of such countries as have made 
any considerable progress in civiKzatbn and the arts, 
are geperally divided into the three classes of la- 
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fcitore^^, capitoiists, ftiid landlords; snd whatever 
may be the condition di any society-^HRiiedier it is 
Hide or refined, rich or poor~«very person belong- 
ing to it« who is not a panper, or who does not sub- 
irist on the bounty of others, most be reckoned in 
one or other of these chuses* FabKc functionaries 
of all sorts, and the various individual ei^aged in 
wfaait are eailed liberal or learned professions, ex^ 
change their services for valuable oonsideratioBSL 
The wh(de subsistence of sueh persons is derii^ 
from wages ; and they are as evidently labourers al 
if they handled a spade or a plough. It is to these 
three classes, therefore, that all the wealth o( the 
World i;nust primarily belong. And hence it is, that 
the inquiry, with respect to its distribution, really re# 
iolves itself into an investigation of the laws which 
regulate rent, wages, and profits. 

The differences in the wages paid to the labourers 
engs^ed in different employments, and the diflferent 
rates of profit which the ea^tals invested in them yieU 
to those who carry them on, appear, at first sight, to 
oppose an insuperable obstacle to the establishment, of 
any principles that should be generally applicable to 
them all. Such, however, is not the case. The dif- 
ferences in question are apparent only. They consi^ 
wholly of variations in the amount of money, or com- 
modities paid to the labourer, or in the rate of gross 
profit accruing to the capitalist. But, when the other 
considerations aiBfecting wages are taken into ac- 
coimt, it will be foiind that they are really the 
same, or very nearly the same, 'at any given period 
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in every eaqpioyiMiit ; and it vn[\ siso be foiiid, m^ 
v^iiitandiDg the diflfisseocet in the rate of grass prop^ 
fit, that the rate of net poo&t is ^ same at mj g^^ 
en period in all epiplojmenta i or limt the varia|iona 
are very trifling. 

I. EfQUALlTY 07 THE WaGBS 0F hsmOUM^ IN Da^* 

WEXEHT £HPi;03m£NTS. — ^If all empbyments were 
equally, agreeable ^nd healdiy> if the labour. to be p^*- 
formed in each of them was of the same intensityt and 
if they all required the same degree of dexterity and 
skill (m the part of the labcmi^r, it is evident, suppo^^ 
ing industry to be <f3dte free, there eouldtbe no perw 
manc^nt ^or considerable 4i&rence in: th^ rate.of ff^g«» 
paid to the labourera engaged indiffieirent.businessesj: 
For if, on the one hand, those employed in a par- 
ticular business were to earn mor^.than their neigh* 
bouFs, there would be an influx of lalK>i|rers into 
that particulaa: busmess, until the iner^ised nnmb^ 
of hands had reduced wages to their, cemmou level; 
and if, on the other hand, those employed in a par- 
ticular business were to earn /g£$ than their neighs 
hours, there would be an efflux of lid)ourersJrom it» 
until, in consequence of the diminished number of 
handS) wages had been raised to the.sameiev^l. In 
point of &ct, however, the intensity of the labour 
to be performed in di&rentjemployments, the d^ee 
of skill required tocarry them .on, their h^tbiness, 
and the estimation in which they are held, differ ex- 
ceedingly ; and these varying circumstances necessa- 
rily occasion proportional differences in the rate of 
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wiges paki to cKferent clssaes of woriomB. W4^;eB 
are a oompensatioii given to tke labonrer for the ex^ 
ertkm (tf his phyaoal fometn^ or ofhii akiU, or inge^ 
unity* They must, therefiir^ vtryaccordiDg to the 
greater severity of the kboar to be perfemied» and 
to the d^ree of skill and ingenuity required. A 
jeweU« or ei^^ver, hr example, must be paid a 
lugher rate ei imges than a coaunofti servant or a 
scavenger. A long course of timtning is necessuy 
to instruct a man in the business ^ jewdling and 
engraving ; and if the cost of this trainii^ were not 
made up to him in a h^er rate of vrages, he would* 
instead of learning so difficult an art^ addict hintte)^ 
in prefin^ence, to sudi employments as hardly re» 
quire any instruction. H^ice it is that die. diicre* 
pancies that actually obtain in the rate of wages are 
all confined wUhin certain limits-winerenung w di^ 
minishing it cmly so far as may be neoesaary fully to 
equalize the unfavourable or fiivonrafale eircumstanoea 
attendmg any employment. 

The following have been stated by Dr Smith, as 
the principal circumstances which occasion the nte 
of vrages in some employmaits either to &li bebw, 
or rise above the general average rate of wages— 

1st, Hie agreadbleneasand disagreeableoeas of the 
em^oyments : 

2d, The easiness or cheapness, or the difficulty and 
expence, of learning them : 

3d, The constancy or inconstancy of the empliqr* 
ments: 
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4A, IWtniiLwgimfe trust dMflMftbtNpofr 

ed in: thne wlw ottTf ihtni oil: 
; SA^ Hie pcobabiKty er mfniMUkij of mocetd- 

ingindwBi. 
i JPinsL Tim agreeabkfieii oi wtk mnjhymeai mia^ 
arise eithorfitnn (diy^ieal or man! cao fla i ■ fro M tht 
iigfataeat of the kboor to be pffffbrmed, hs heridu- 
jpMi or d e a nl i a ca^ the degree of eatimation in y/Akk 
pt i& held, &c» } and its diaagreedbleiieBs will aiiae 
finom the opposite drcumstaiices — ^from the severity 
of the labour to be performedf its unhealthiiiess or 
dirtiBeas^ the de^ee of odium attached to it, &o. 
Ihd rate of wages must obviously vary proportioiiatty 
to die variations in cux^imstaaoas exerting so poww» 
^ on influence over the labourer. It is indeed quite 
out of the qnestioi to suppose^ that any individual 
sluwld ever be ao faMnd to his own int«rest» as toen^ 
gage in an oocsupation eonsidered as mean and disre- 
ptttable^ or where the labour is severe, if he obtain 
only the same rate of wages ^at is obtained by those 
engaged in employm^ats in higher estimation, and 
where the labmir to be performed is comparatively 
light. The labour of the ploughman is not un- 
heall^y, nor is k either irksome or disagreeable } but 
being more severe than that of the sh^erd, it is 
uniformly better rewarded. The same principle 
holds universally. Miners, ^ders, type-foundens, 
smiths, distillers, and all who carry on unhealthy, dis- 
a^eeaUe, and dangerous bumnesses, invariably ob- 
tain higher wages than those artifteera who have 
equal skill, but who are engi^ed in more desir- 
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dble evplojMeats. TteiiiifinoBnftteopmba enter- 
tained respectiiig some bnnneitcs, has a sbaflar efi* 
JmA on wagei» ai if die Idbonr to be perftrved in 
them were unusually unhealthy or severe* The trade 
of a botcher, for example, it genendly locdcad upon 
as rather low and dttoreditable; and this feeling oo 
castons such a disindtnation on the part of young 
men to enter it, as can only be overcome by the fa^ 
wages that butchers are said to earn,, notwithrtanding 
the lightness of their kbour : This also is the reasm 
that the keeper of a small inn or tayeni, who is 
never master of his own house, and who is exposed 
to tibe brutality of every drunkard, exercises one of 
the most profitable of the common trades. The con* 
trary circumstances have contrary efifects. Huntmg 
^and fishing form, in an advnced state of society, 
am<mg the most agreeable amusemmts of the rich ; 
but frraa their being held in this cb^^ree of ^tima^ 
tion, and from the lightneas of their labour, these 
who {uraotise them as a trade genendly receive very 
small wag^ and are proverUally poor : And the 
^B^reeabbi^ss and healthiness of. the raaployments, 
rather than ;the lightness of their labour, or the litde 
skill which they require, seem to be the principal 
Caus^ of the redundant jQumbers and consequent low 
wages <^ ccHumon fistrm-servants^ and generally of ail 
workmen employed in ordinary field Itbcnr. 

The severe disci^ine ami various hardships to 
which Qommon soldiers are exposed, and the little 
chance they have of arriving at a higher station, are 
unfavourable circumstances, which, it might have 
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iNsm siipposed^ifvduUl kive Tefaired a very high talt 
of wages to ebimtttbalanee. It is firand, hbwefter^ 
tfaat diere are rsally very teweommon trndesiii whtrii 
Ubourers can bopcooured hr so small a rate o£vngm 
as that for wfaic^ recruits are willing to enlist in tha 
army. Nor is it difficult to disoover the causes of 
this apparent anomaly. Eiccept when actually en* 
gaged in warlike operations^ a soldier is comparative* 
ly idle ; while his free, dissipated, and generally ad* 
venturous life, the splendour of his uiuform, tbe un* 
posing spectacle of military parades and evolutions^ 
and the martial music by which they are accompani^ 
ad, exert a most seductive influence over the young 
and inconsiderate. The dangers and privi^ions of 
campaigns are undervalued, while the chances of ad* 
vancement are proportionally exa^erated in thmr 
sangnine and heated imaginations. ** Without re^ 
garding the danger," says Dr Smith, ** sddiers are 
never obtained so easily as at the beginning of a new 
war ; and though they have scarce any chance of pre* 
ferment, they figure to themselves, in their youthful 
fancies, a thousand occasions of acquiring honour and 
distinction which never occur. These romantic 
hopes make the whole price of their blood. Their 
pay is less than that of common labourers, and in ac- 
tual service their fatigues are much greater.'^ * 

It is observed by Dr Smith, that the chances of 
succeeding in the sea service are greate^tban in the 
army« ** The son of a creditai)Ie labourer or arti* 

* I. p. 167. 
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ftsw mvf ftequ^Uy go to Ma iw^ hb fiifcl^s eii^ 
gent ; bot if be ealiito aia iolditr, it is always wkb> 
oat it. Other people see sosie chaMeoflns makng 
•omethii^bytheonetnKte: nobody but hiaiselfsteS 
(uy <^ his mddng any thing by the other^** Bo^ 
die allraements to enlist in the army are> ncrf^ntfa* 
standing, found to be nmch greater than those whieh 
pnnnpt young men to enter the navy. The Me id 
a saibr is perhaps more adventurous tlum that of a 
soldi^; but he has no regular uniform; hisem^oyi- 
flsent is comparatively dirty and doagreeaUe; faishiK 
bonr more severe ; and white at sea, he sudors a spe^ 
eks of imprisonment, and cam!iot, Uke the soldier^ 
exeite either the envy or admiration of his country- 
men* In consequence^ the wages of seamen ahnost 
^variably e^^eed those of soldiers ; and there is a 
greater difficulty of obtaining recruits at the break- 
ii^ out a war. 

In Ji^igland, the disadvantages and drawbad» 
naturally incident to a seafaring life, have been om^ 
ttderably increased by the piactiee d impreasmait. 
The violence and injustice to whidi sail(nrs are ex- 
posed, op^tite most powerfully to prevent young 
men from* entering on board diqi, and have thus; 
by artificially lessening the su^ly of sailors^ the ef- 
fect to raise their wages above their natural level, to 
the extreme injury both of die king's and the mer« 
dasaA service. ** The custom a£ impressment ^ts a 
freebOTn Britidi sailor on the same footing as a Turk- 
ish slave. The Grand Seignior cannot do a more 
absolute act than to order a man to be dragged away 
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iem fm finily, ated agi&Hib Us will inn his bead 
ag^raut ihs mouth of a manxm ; and if sudi aets 
ikmM be frequent in Turkey, v^n any (me att irf" 
naefiil men, nmc/f^ l£ no/ iMve them €pwsg to otAer 
countries^ and ihin their t&itnbers yearly? ami 
teoti/fi? not the remaining jm double or triple tkeh 
Wiges? which is the case with oursmhrSy in time 
efwctTi to Ike great detriment of our comxerce.** ♦ 

In proof of tbeaccuracy of this rtatement, it is imi& 
fident to mention, tiiat while the wages of all other 
sorts of labourers and artisans are uniformly higher in 
the United States than in England, those of sailors 
are graerally kwer. The reason is, that the navy of 
ihe linked States is manned by means of vdunta* 
xy ^istment only* The Americans are desirous oi 
becoming a great naval power, and they have wisdy 
xdinquished a practice which would have driven aU 
their best sailors from their service, and have forced 
them to man their fleet vnth the sweepings of then: 
jails* 

It has been estimated, duit there were above 16,000 
British sailors on board Ammcan ships at the dose 
of last war ; and the wages of our seamen, which in 
time of peace rarely exceed 40s. or 50s. a month, had 
lii^i risen to 100s. and ISOs. ! Hiis extraordinary 
influx of British seamen into the Amaican service^ 
and no less extracNcdmary rise in their wages, can be 
accounted for only by our continuing to resort to inw* 

* Sir Matdiew Decker's Essai/ on the Causes of' the Decline 
qfFweign Trade. Ed. 1756. p. 34. 
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jMretsment after it hei been abahdonpd by the United 
States. Fonneriy our seamen were in the habit, oa the 
breaking out of a war^ of deserting in comideraUe 
numbers to Holland ; but the diflference of langm^ 
was an insupendile obrtacle to their carrytngthia prae> 
tiee to any very injurious extent. With the United 
States, however, (be case is altogether different There 
our sailors art assured of a safe asylum among their 
kindred and friends — among those whose lai^uage, 
religion, customs, and habits are all identical with their 
iH/ni — and who will naturally be disposed to hold out 
every temptation to draw them to their service. No* 
thmg but the abolition of impressment can possibly 
counteract such overpowering inducements to deser- 
tion, and effectually reduce the wages of our seamen. 
And as it has been repeatedly shown, that impress- 
ment is in no respect, nor under any circumstances, 
necessary to the manning of the fleet,* we trust that it 
will speedily be abolished; and that the efforts of the 
Americans to increase their naval power will not be 
assisted by our obstinately clinging to a system fraught 
with injustice, cruelty, and oppression. 

The oflBMcers of the army and navy, and many of 
those functionaries who fill situations of great trust 
and responsibility, receive only a comparatively small 
pecuniary remuneration. The consideration attached 
to such oi^ices, and the influence they confer on their 
possessors, form a principal part d their saUry. 

Secondly f The wages of labour, in particular busi- 

• Edmburgh Revietv, No. 81, p, 164. mnd N©. 84, p. WJ. 
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ne^si^ir vary according to the comparative f»cil% i^^ 
which they may be learned. '^ 

There are sever^ sorts of iabour which a man 
may perform without any, or with but very little |)re* 
vious instraietion ; and in which he will, consequent* 
ly, gain a certain rate pf wages from the moment he 
is employed. • But» in all civilized societies, there is 
a great variety of employments which can be carried 
on by those only who have been regularly instructed 
in them. And it is evident, that the wages of such 
ddlled labour must exceed the wages of that whi6k 
is comparatively rude, so as to afford the workmen 
a sufficient compensation for the tim^ they have lost^ 
and the expence they have incurred in tibeir educa^ 
ikon. Suppose^ to illustrate this principle, that the 
aven^ and ordinary rate of wages paid to unskilled 
labourers is L. S5 a year : If the education of a skill- 
ed labourer — a jeweller or engraver, for example-^ 
and his maintenance up to the period when he be- 
gins to support himself, cost L.@(X) more than is re* 
quired for the maintenance of an unskilled labourer 
up to the same period^ it is quite obvious he will not 
b^ in so good a situation as his unskilled ne^bours, 
unless his w^es are so much higher than those earn- 
ed by them, as will, besides yielding him thecustomw 
ary rate of profit on the extra capital of L.200 ex- 
pended on his education and maintenance, suffice to 
xefdace the capital itself previously to what may be 
Supposed to be the probable terminiEition of his life. 
If he ditains less than this, he will be underpaid ; 
and if he obtum mom, diere will be an influx of new 
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«tniit8» until th^r competition hat reduced wa^ei 
to their proper level. 

; The policy ci meet Eun^ean nsticiit has added 
to the natural and n«ce8$ar|r coat of toeedii^ up 
dolled labourers, bjr forcing thaon to aerreaa i^ 
pratkea for a mi^ Imger period than ia in moat 
caaea neceaaary to obtain a loiowledge of the tradka 
they mean to ezerciae. But» as the iragea of 
labour must always be proportioned, not only to 
the skill and dexterity of the hbourer, but alaa 
to the time he has spent, and the difficnltiea and 
(Silence to which he has been put in leamiiy his 
Imsiness, it is plain, that if an individual is compel 
led to senre an apprei^cedup of seven years to a fan* 
siness which he might have learned in two or three 
years, he must obtain a propc»tionally higher rate c£ 
wages after the expiration of his apprenticeship, than 
would otl^rwise have «i£Bced to remunerate him* 
The institution of unnecessarily long i^f^renticesh^ 
is, therefore, [productive of a double injury : In the 
^$t place, it is injurioi:^ to the employers of wori^ 
men, by artificudly raising the wag^ of their jour* 
neym^i ; and in the second pkice, it is injurious to 
the workmen, from its tendency to generate idle and 
dissipated habits, by making th^n pass so large a por- 
tion of their yoUth without any sufficient motive to 
be industrious* 

By the common law of England, evay man has a 
right to employ himself at pleasure in every lawful 
trade. But this sound principle was almost entire- 
ly subverted by a statute passed, in compliance witli 
II 
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tbe fioficitatkms 0f tlie eoipomte bodieiy in tbo 
5th year of the reign of Queen Misdbeth^ com^ 
numly called the statute of af^rairticeahipw It m^ 
9Cfted that no perscm should, for the future, exor* 
eiae any trade, craft, or mystery^ at that time ^cer^ 
ctaed in Kngbind or Wales, unless he had previoQaly 
served to it an i^inrenticeship otsevm years at leasts 
and what had b^ore been a by-law of a few corpora^ 
tions, thus became the general and statute law of iha 
kingdom. Fortunately, howeyer, the courts wore 
always singularly disinclined to enforce the provisions 
of this statute. Thpugh the words of the act plain* 
ly included the whole kingdomof Ikigland and Wales, 
it was interpreted to refer only to market towns; 
and it was also inteipreted to refer only to those 
tndes vdliich had been practised in Inland what 
the statute was passed, and to have no refi^ience to 
such as had been subsequently introduced. This 
intorpretation gave occasion to several very absurd 
and even ludicrous distinctions. It mas adjudged, 
for exampk, tinnt a coachnudfier could neither him^ 
sdf make nor employ a journeyman to make his 
ooadi wheds, but must buy them of a master wheels 
Wright, this latter trade having been exercised in 
England before the £th of Elizabeth. But a wheeL 
Wright, though, he had never served an apprentice 
i^p to a coacfamaker, might either make himself, or 
employ joum^men to make coaches, the trade of a 
ooadhmaker not being within the statute, because not 
exercised in England at tl^ time when it was passed. 
The contradiction and absurdity of these regulations, 
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and the impcdiey and injurious operatioii of the sts* . 
tute had long been obvious } but so slow is the pM^ 
gross of scmnd l^slation^ and so powerful the of^o*^ 
sition to every change a£^ting private interests, 
that its repeal did not take place until 1814* The 
act for this purpose did not, however, inteifeie widi 
any of the existing rights, privileges, or by-laws of 
the different legally constituted corpoiaticms ; bat 
wherever these. do not interpose, the formation of 
apprenticeships and their duration is now left to be 
wholly adjusted by the parties themselves. 

Thirdly f The wages of labour, in diffisseiit employ- 
ments, vary with the constancy and incomtancy.of 
employment. 

Employment is much more constant in some 4xades 
than in others. Many trades can only be carried 
on in particular 8tiU;es of the weather, and seasons of 
the year ; and if the w(Nrkmen, who are engaged in 
such trades, cannot easily find enqiloyment in othen 
during the time they are thrown out of them, their 
wages must be proportionally augmented. A jour* 
neyman jeweller, weaver, shoemaker, or tailor, for 
example, may, under ordinary circumstwces, reckon 
upon oMaining constant employment ; but masons, 
bricklayers, paviors, and, in general, all those work- 
men who carry on their business in the open air,* are 
liable to perpetual interruptions. Their wages must, 
however, not only suffice to maintain them whileth^ 
are em{doyed, but also during the time they are ne- 
cessarily idle ; and they ought afeo to afford them, 
as Dr Smith has remarked, some compensation for 
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tlN)96 im^ous and desponding moments which the 
Akmght of so precarious a situation must sometimes 
oecasion. 

Hiis (Hrmciple shows the Mlacy of the opinion so 
generally entertained respecting the great earnings 
of porters, hackney coachmen, watermen, and gene- 
hdly of all workmen employed only for short periods, 
and on particular occasions^ Such persons fre- 
quently make as much in ah hour or two as a regu- 
larly employed workman makes in a day ; but this 
greater hire, during the time they are employed^ is 
"fbnnd to be only a bare compensation for the labour 
tJiejr perfdrm, and for the time they are necessarily 
idle ; instead of making money, such persons are al- 
most invariably poorer than those who are engaged 
in more constant occupations. ' 

The interruption to employments occasioned by 
the celebration of holidays, has a similar effect on 
wages. There are countries in which the holidays, 
including Sundays, make a full half of the year ; 
and the necessary wages of labour must there be 
about double of what they would be were these holi- 
days abolished. 

Fourthly^ The wages of labour vary according to 
the small or great trust which must be reposed in 
the workmen. 

** The wages of goldsmiths and jewellers are 
everywhere superior to those of many other work- 
men, not only of equal, but of much superior inge- 
nuity ; on aeeount of the precious materials with 
which they are entrusted. 

Q 
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f* Vfii (rjuit OUT beakfa po the pHywciw ; wr S9X- 
p^^fii 9o4 sq^mtvaaes our life and reputotioiiy to the 
lawyer and attorney. Sach confidence CQuld n^ 
fSj9iffij he reposed in people of a very mew or low 
CP^ition. Their reward must be 8U<^> thereliwi^ 
B» Bfiaj give them that rank in the society whip^ w 
j^pprt^nt ^ trii^ requires. The Ipng time ^d the 
great e^pe|)ce which must b^ laid out in their edih 
cation, nirhen coml^ined with this circumstance, ne- 
cessarily enhanpes still further the price of their In- 
hour.'** 

Fifthltf, The wages of labour in different employ- 
inents vary according to the probability or improba- 
hUity of success in them. 

This cause of variation chiefly a£fects th^ wages of 
the higher class of labourers, or of those who pr^fstise 
wh«t ^re usually denominated liberal profe^iqns. 

K a ypuqg man is bound apprentice to a shpe- 
iS^^Vi 01* ^ tailor, there is hardly any doubt but be 
wiU attaUi to 4u ordinary degree of prc^cien^y and 
expertness iq hj^ business, and that he will be fkk 
tp live by i^ Put, if he is bound apprentice tp( a 
lawyer, a painter, a sculptor, or a player, there are 
ten ehaniees tp me if he ever attains to such a degree 
0f prc^iency in either of these callings as will enaU? 
him to subsist on his earnings. But, in professicps 
where tp^my fail for one who succeeds, the fortunate 
one oMght not only to gaiq ^udi a rate of wages as 
. will ind^nify him for all the expenoes ^tenired i^ hl^ 
I III I . ■ ■ - - - — - — ■ — ^ ^- .,- f ^- — — - - ■ I 

• fVealik (^ Nations, I. p. 160. 
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0diieitiQB» bat dbo £9r dH that has bMUMpentlfd in 
dm edoeation of bis nnauccesafiil ooa^etitors. It is 
abundantly certain, howerer, tbat the wages of law- 
'yers, players, sculptors, &c. taken in the aggr^fate, 
sever amount to so large a sum. The lottery of 
the law, and the other liberal professions, has many 
great prioes, but there is, notwithriwiding, a large ex* 
cess of blanks. ** Compute,*' says Dr Smith, " in 
any particular place, what is likely to be annually 
gained, and what is likely to be annually spent, by 
all the difierent workmen in any common trade, suefa 
as that of sboemakera or weavers, and you will find 
that the fbimer sum will generally exceed the latter. 
But, make the same computation widi regard to all 
the ooimselloni and stu^nts of law, in all the differ- 
ent Inns of court, and you will find ibait their an- 
nual gams bear but a v^ small proportion to tbeir 
annual expence, even though you rate the former as 
high, and the latter as low as ean well be dene^ — 
The lottery oi the law, thereloffe* is v^ry far from be- 
ing a perfectly fair lottery $ and that, as well as maB^y 
other Uberal and bonour^e professions, is, in point 
of pecnniary gains, evidently ui^er recompensed." 
But the love of that wealth, power, and eonsiderat- 
tion, tbat most conunonly attend superior excellence 
in any of the liberal professions, and the overweening 
confidence placed by each indiv^ual in his own good 
fortune, are sufficient to overbalance all the disadp 
vantages and drawbacks tbat attend them ; and never 
fail to crowd their ranks with all the most generous 
and liberal spirits. 
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It 18 Qimeeetstry to enter upoii any ftrther detttb 
with respect to this part of our subject. It has been sof* 
ficiently jHToved, that the permanent dtfltevnces that ac- 
tually obtain in the rate of wages paid to those who wet 
engaged in difierent employnients in countries where 
industry is free and unfettered, are never more than 
suffideirt to balance thefiivourable or un&vourablecir- 
cumstances attending them* Those who receive the 
highest wages, are not, when the cost of thmr edu^^ 
cation, the chances of their success, and the rarious 
disadvantages incident to their proiessions, are taken 
into account, really better paid than those who re> 
ceire the lowest* The vrages earned by the different 
classes of workmen are equaL not when each indi- 
vidual earns the same number of shillings, or of 
pence, in a given space of time, but when each is 
paid in proportion to the severity of the labour he ha$ 
to perform, to the degree €ff prew>us education and 
akill that it requires, and to the other causes of 
variation already specified. So long, indeed, as tbe 
principle of competition is allowed to operate widiout 
restraint, or so long as each individual is allowed to 
employ himself as he pleases, we may be assured, that 
the higgling of the market will always adjust the rate 
of wages in different employments on the principle 
now stated, and that they will be, all things consid^- 
ed, very nearly equal. If you depress the rate of 
wages in one employm^it below the common level, 
kbourers will leave it to go to others; and if you 
raise it above the same common level, labourers will 
be attracted to it from those departments where wa- 
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ges are lower, until their iocreasod oompetilaoa has 
sim^ them to their average standard. A period of 
gi^eid;er or less duration, accor^ng to the peeuliar 
circumstances affecting each, particuhir employment, 
is always required to bring about this equaliMfcion. 
But all inquiries, that have the establishment of ge» 
neral principles for their object, either are, or cmght 
to be, founded on periods of average duration ; and 
whenever such is the case, we may always, without \ 
occasioning the slightest error, assume that the wages j 
earned in different employments are, all things taken ' 
into account, precisely equal 

For similar reasonstothose which have now beenstat- 
ed, it is easy to see that the profits accruing to the capi* ^ 
talists engaged in different businesses, though varying 
proportionally to the grater or less risk, and other 
circumstances affecting the capitals they em^y, 
must really, when all things are taken into account, 
be about the same in them all. It is obvious, indeed, 
that profits have not attained their level until they 
have been adjusted so as to balance these different ad- ^ 
vrati^ea and disadvantages. None would engage in 
unusually hazardous undertakings, if the capital em- 
ployed in them was only to yidd the same profit that 
may be obtained by employing it in more secure busi- 
nesses. Wherever there is extraordinary risk, that risk 
must be compensated. And hence, the well known 
distinetionbetweengro55anditef profit. Gross profit 
always varies according to the. risk, the respectabi- 
lity, and the agreeidileness of different employments. 
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while net profit in the isme^ or very nearly the 
sane, at any particuhu- period, in them alL A ffae^ 
powder manufacturer, for example, must obt»n a$ 
mneh profit, orer and ahove the profit obtained from 
the capital engaged in the securest businesses, ais will 
suffice to guarantee or insure his capitid, from the 
extraordinary risk to which it is exposed, in a bust*' 
nes8 of such extreme hazard. If the gunpowder 
manufacturer were to obtain more tiian this rate, ad- 
ditional ca^tal would be attracted to his business, 
and if he were to obtain less^ he would withdraw ea« 
pital from it* The conctently acting principle of 
competition, or, which is just the same thing, the 
se^ntereit of ev&ry individual, will never permit 
the wages or the profits obtained by any particular 
set of wwkmen or capitalists, taking all things into 
account, to continue either Img below or long above 
dm common and avemge rate of wages and promts 
obtaiiied by those who are emfdoyed, or who have 
capita) invested in other businesses. It is by this 
common standard that the wages and profits of ^« 
ticdbr busBMsses are always regulated; they can 
never divei^ con;Bidend)ly from it ; they have a coo- 
slant tendency to equalkation ; and may, in ali tbe- 
acetical inquiries be supposed, without occasioning 
any error of consequence,, exactly to coincide^ 

The principle of the equality^ or ratber of the cett-> 
stai^ tendency to equality^ of the wages earned by 
the Idbour^^, and of the prc^ts derived from the ea- 
pttabi emfdoyed, at the same time,, in all tlie various 
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blanches of industry, was pointed out by Mr Harris, * 
afid khb by Mr Cantillon ; t but it was first fully 
demonstrated ih the ergbtb, ninth, and tenth cha^ 
tets of the first book of the Weafth of Nations^ 
Thei establishment of this principle was one of 
tbe greatest services rendered by Dr Smith te the 
science of Political Economy. Nothing can bs 
clearer, more convincing and satisfactory, than bid 
reasoning on this subject. The equality of wages 
and of profits has, ever since the publication of his 
work, been always assumed as admitted and incontes^- 
tible. 

It ought aliso to be kept in view, throughout all the 
investigations of this science, that the capitals em- 
ployed in the production of commodities may be of al- 
most every conceivable degree of duirabilky/ ovi in 
other words, that periods of ahnost ev0ry concenrable 
degree of duration may be required fyt their con- 
sumption. The bread, beer, and other avtieles pro* 
vided for the subsistence of the labours, form a part^ 
and an important one too, of the capital of tiw 
^tmritrj ; but bow limited is the durabtiky of sudi 
articles, compared with the durability of a bridge, or 
a granite dock ! The former may be consonfed in 
the space of an hour, while the latter will probably 
last for five hundred or a thousand yeao^. Theso 
t#o speciesof capital maybe taken als representing the 
Mtremes of dur^tion,attd thespaee between them Mty 

* Essay on Money and Coins, p. J 3. 
t Ant^lysis of Trade, clJ'iJ. p. 15. 
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be supposed to be fiUed up, and I believe is realty so, 
by ca[Htak of every intermediate degree of duridnlity. 
One machine may be capaUe of lasting fifty years^ 
another forty, a third ten, and so on. N<Nr in all 
the long interval between the duration of the lent 
and that of the most rapidly perishable caj^tal, is it 
possible to fix on any term ^ich does not, or may 
not, represent the durability of a capital. - 

Section III. 

Cost rf Production the regulctting principle of Price^^Infiuence 
qf Variations in the Demand for and Supply of Commodities 
on their Price — Influence of Monopolies — Average Price 
always coincident with Cost of Production. 

Having thus seen that the wages earned by the 
labourers engaged in different employments, are, all 
things considered, precisely equal ; and that the same 
principle holds with respect to the piofit derived from 
the capitals invested in the different departments of 
industry, we might proceed to inquire into the e(^ 
fects supposed to be exercised by variations in the 
rate of wages, and in the rate of profits on the value 
of commodities. But, before entering on this in- 
quiry, it will be expedient to investigate the in- 
fluence which the relation between the supply of 
commodities and the demand for them has in deter- 
mining their exchangeable value, as compared with 
each other, and their price or value as compared with 
money. It was long the universal opinion, and it is 
still the opinion of the great minority of practical 
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men, and even of some Political Economists of con* 
siderable* emipence» that the exchangeable value of 
c<mimodities depends exclusively on their relative 
abundance or scarcity in the market compared with 
the demand. There can be no doubt^ however^ 
that this opinion is essentially erroneous j and I shall 
now very briefly recapitulate some of the statements 
by which its fallacy has been demonstrated. 

It has been already seen, that the capitals invest- 
ed indifferent businesses yield, at any given period, the 
same common and average rate of net profit. But 
it is quite obvious, that if any commodity were 
bnmght to market and exchanged for a greater 
amount either of other commodities, or of money, 
than was required to defray the cost of its production, 
including, in that cost, the common and average 
rate of net profit at the time, its producers would be 
placed in a relatively advantageous situation compar- 
ed with others ; a^ there would, in consequence, be 
an influx of capital into that particular department, 
until competition had sunk the value, or price of 
the article, to the level that would just yield the 
customary rate of profit on the capital employed 
in its production. And, on the otiier hand, if a 
OHumodity were brought to market which did not 
exc^umge for so £^eat an amount of other commodi- 
ties, or of money^ as was required to cover the cost 
of its productic^i^ its j^roduc^rs would he placed in a 
relatively disadvantageous situation ; and would, in 
consequence^ withdraw their capijbal from the produc- 
tion of the commodity, until its value or [oice had 
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risen to sirch a level as wit^ sofffideitt fe plaecf tben^ 
hi the sftme situation as their Reighboors, or to yield 
them the same rate of profit. 

The cosi of prodtictng commodities^-^-debominated 
by Dr Smith and the Marquis Gamier natural ifr he* 
cessart/ pn6e,-^% as will be afterwards shti^wn, iden- 
tical with the quantify of labour required to produce 
them and bring them to market. Btit, i^ithont in- 
quiring at present into the elements whichf form the 
cost of production, it is quite obvious that it is tW 
permanent and ultimate regulator of the ^^hs^^^ 
aWe value or price of every coimnodity that is no* 
f subjected to a monopoly, and that may be i^defimtel^ 
^ increased in quantity by ike appUcdtian bf fresh ta^ 
pital and labour to its production. Thtft the wxt^ 
ket piice of such coonnrodities and their coM of pre^ 
duction do not always ceiincide is certain ; fefut they 
cannot, for any considerable period, be ftr separated^ 
and have a constant tendency to equality. It \A 
plain, that no man will continue to produ^ eommo-' 
dities if they sell for less than the cost of their pro^ 
dttction-r-that is, for less than will indemnify him for 
_ his esipences, aidd yield him theeommos aiid 8ven^ 
rate of profit on his capitd. This is a limit beloW 
which it is obviously impossible prices c^nt.be pei'ttM^ 
nently reduced ; and it is equally obvious^ that if they 
wei^e, for any considerable period,- to riae above rt^ ad- 
ditional capital would be attracted to the advantage- 
ous business ^ aiild the competi^on of the producers 
would lower prices. 

A demand, to be efl^ctaal^, must be such it wiU 
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cdV^ the eitpetice ^ prodrtctitm. If it is Hdt ^dlJB. 
efeDt to^ do this, it cm never be a tUMbs of c&u^ti^ 
eomoioditiis to be ptodue^ and bronght tb tft^kfet. 
Tlie dematid of those who hare both the power- 
Md tlie latiB to pnithase, fot* any pakttcdlaf tomitlo^ 
dity may beeome ten or ten thousand timte niote ejc- 
tenaite, or it may decline in the same propoHion, 
bvttj if the cost of its production contiilties the 
same, no permanent Tariation ^ill be occasioned in 
itt^ price. Suppose^ for example, that the effectual 
demand f&r hats is suddenly doubled; that cii^Cuth- 
stanee wouhi undoubtedly occasion a rise of price, and 
the hatters would, in consequence, make hrge pro- 
fits ; but this rise could only be of very limited dura- 
tion} for these large profits would immediately at- 
tract additional capital to the hat manufacture ; an 
increased supply of hats would be brought to market, 
and if no variation took place in the cost of their pro- 
duction, their price would infallibly sink to its for- 
mer level. Suppose, on the other hand, that the de- 
mand for hats is increased tenfold, and the cost of 
their production diminished in the same proportion, 
we should, notwithstanding the increased dethaud, be 
able, in a very short time, to buy a hat for the tenth 
part of what it now costs. Again, suppose the de- 
mand lor hats to decline, and the cost of producing 
them to increase ; the price li^rouhl, notwithstanding 
the ^imibished demand, gradually rise, till it had 
reached the point at which it would yield the hatters 
the common and average rate of pix)fit on the capital 
employed in their business. It is admitted that va- 
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ri^aoM in the demand and supply oocasiim temfo^ 
rary Taiiations of price. But it is essential to 
remarkj; that these variations are only temporary. 
The cost of production is the grand r^pilator of 
price — the centre of all those transitory and evan- 
escent oscillations on the one side and the other ; 
wherever industry is free» the competition <^the pro^ 
ducers will always elevate or sink prices to its level. 
In certain branches of industry, such, for example^ 

^ as agriculture, which are liable to be seriously affect- 
ed by variations in the seasons, and from whidi 
capital cannot be easily withdrawn, there is a some- 
what longer interval than in others, before the mar- 

_ ket price of produce and the cost of producing it can 
be equalized. But that such an equalizaticm must 
take place in the end is absolutely certain. Nei- 
ther farmers, nor any other class of producers, will 
continue to bring products to market, unless they 
sell for such a price as is sufficient to pay the expenoe 
of their production, including the common and ave- 
rage rate of profit on the capital employed by them. * 
When an excess of supply depresses the price of com 
below this level, the occupiers of poor land are 
involved in the greatest difficulties : A number of 
them are in consequence driven from their em- 
ployments; and a smaller supply of corn being 
brought to market, prices are elevated so as to yield 
the customary rate of profit, and no more, to the 

* Nemo enim sanus debet velle impensam ac sutnptumjhcere 
in cuUuram, si videt non passe rejici. Varro, De Re BusHca, 
Lib. I. § 2. 
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ciritinrton of the poorest soils diat are stOl continued 
under tillage. — The self-interestof the cultivators will 
not permit prices to be permanently depressed below 
diis level; and the self-interest of the public will not 
permit them to be permanently raised above it ; for, 
if they were raised above it, then the cultivators 
i^uld gain more than the common and average 
rate of profit, and capital would, of course, be im- 
mediately attracted to agriculture, and would conti- 
nue flowing in that direction, until the natural and 
indestructible equilibrium of profit had been restored 
—that is, until the price of agricultural produce had 
fallen to such a sum as would just yield the average 
Tate ofprofit to the cultivators of the worst soils, or 
to the improvers of the best. This is the point at" 
which average prices must continue stationary, or 
about which market prices must oscillate, until the 
cost of production be increased or diminished. If 
any great discovery were made in agriculture — such 
a discovery, for instance, as would reduce the cost of 
cultivation a half, the price of agricultural produce 
would fall in the same proportion, and would conti- 
nue to sell at that reduced rate until the increase of 
population had forced recourse to soils of a decrease 
ing degree of fertility. Whenever this took place, 
prices would again rise. Why is the price of com 
almost invariably higher in this country than in 
France ? Is it because we have a greater demand for 
it, or because of the greater cost of production in 
this country ? 

A pound weight of gold is at present worth about 



Digitized 



by Google 



^54 CQJIT Pf PROiJiUCTIW. 

^tem pQUli4« of silver* It tvm/^ however* be mH 
that tbi» is 1^ CQQsequence of the demnui^ goM fa^ 
iDg greater than the devaod for mlyer, for ^ re- 
verse i§ Uie lact* Neither can it be said to he a eon- 
aequeoee of an ahsohite aeareity of gold ; for these 
who choose to pay a sufficient price for it may obtain 
it in any qoantiiy they please. The cause of tiaa 
difference in the price of the two metals consists en- 
tirely in the circumstance of its costang about^/ig^llaeii 
timei as mvob to produce a pound d* gold as to pr^- 
ducc^ a pound of silver. That this is really the case^ 
is plain from the admitted fact, that the producers ef 
gold do not gain any greater profit than the pro- 
ducers of nlver, iron, lead, or any other metal. They 
have no monopoly of its prodnction. Every indivi- 
du^ who chooses may send capital to Brazil, and be- 
come a producer of gold ; and wherever this is the 
case, the principle of competikk>n will always fiarce 
the product to be sdd at sudi a price as will just pay 
the expences of its production and no more. Wese 
a gold mine discovered of equal productiveness with 
the silver mines, the ^duction of gold would im* 
mediately become the most advantageous of aU bitai- 
nesses ; an immense supply of that mtkaX weiuld, in 
consequence, be thrown upon the market, and its 
price would, in a very short period, be reduced to the 
same level as silver. 

If a set of meu were brought together from va- 
rious countries, ignorant of each other's wai^ and 
of the labour and expence required to produce the 
commodities which we may suppose each of them 
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wd fold accMrdisg to the relative wop^ w4 
fancies of the parties. Und^r such circMiQ9tanc(9f» 
a {^wod of gold might be given for « poHpd of 
irmi> md a gallon of wine for a galUm of sm^} 
beor^ As soon, however, as a aystem of wei^mfr 
cial intercourse has b^en established, and as Um 
wants of society and the powers of produp^ipn cp^ie 
to bo well and genreraUy hnown» an wd is pnt to this 
iirhitiwiry method of bartering* Thousands of aetleis 
th»n ent^ the mi^k^t. Bnt whf n speh is the case, 
it is no longer possible to sell a potoid of iron f(Mr a 
{mt^nd of gold ; and why P-rrbecauae the producers of 
iron wiU undersell each other until they^ have^ by 
th^ir competition, reduced its exchangeable value, or 
price, to the level of the eost of its productioBi« This 
Js, in every civilized society, the pivot on which ex? 
i^hangeable value always turns. It is usual for voy- 
agers, who touch at countries occupied by savagefi, 
Xi& obtain commodities from them in exchange £lr 
toys or trinkets, which it cost infinitely less to pro- 
duce ; but in all civilised and eomuiercia} countriea, 
the pfioportion in which, generally speakiug, one 
commodity exchanges for another, depends exclusive- 
ly 01^ the comparative cost of their production* 

Thus, then, it appears, that no variation qfcfe- 
mandj if it he unaccompanied by a variation in the 
cost of production^ can have any laUing influence on \ 
price. If the cost of production be diminished, 
price will be equally diminished, though the demand 
should be increased to any conceivable extent. If 
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the cost of production be inereased, price will be 
equally increased, though the demand should sink to 
the lowest possible limit. 

It must always be remembered, that this reasoning 
Implies to the case of those commodities only on which 
competition is allowed to operate without restraint, 
and whose quantity can be indefinitely increased 
by the application of fresh capital and industry to 
their production. But there are circumstances under 
v^which the supply of commodities is strictly limited ; 
and when such is the case, their price is no longer 
determined by the cost of their production, but by 
the degree of their real or supposed uHUty^ compar- 
-- ed with the means and necessities of the buyers. In 
a desert or a besieged city, a pound of bread might 
be worth more than a pound of gold.* And though 
; artificial monopolies are rarely carried to so very op- 
\ pressive a height, the same principle holds with re- 
\ spect to the value of all commodities produced under 
them. When a particular individual, or class of in- 
dividuals, obtains the exclusive privilege of manufac^ 
turing certain species of goods, the operation of the 
principle of competition is suspended with respect to 

*v Pliny, {Hist, Nat, lib. 8. cap. 57.)> ^^'^ Valerius Maxi<- 
mus, (lib. 7- cap. 6.), relate that, during the siege of Casili- 
num by Hannibal, the scarcity of provisions became so extreme, 
that a rat was sold for 200 denarii ! They add, that the seller 
had the worst of the bargain, having died of hunger, wiiile ^e 
rat was the means of preserving the life of the buyer. Avaro 
enim, says Valerius, yaine consumpto, manubiis sordium suarum 
Jrui non licuit ; cequi animi vir, ad salutarem impensam fad' 
eiendam ; care quide?n, verum necessarie, comparato cibo vixit. 
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theniy and their price must, therefore, entirely de- 
pend on the proportion in which they are brought to 
market compared with the demand. If monopolists 
supplied the market liberally, or kept it always as 
fully stocked with commodities as it would have been 
had there been no monopoly, the commodities pro- 
duced by them would sell at their natural price, and 
the monopoly would have no farther disadvantage 
than the exclusion of the public from an employment 
which every one ought to have the power to carry 
on. In point of fact, however, the market is sel- 
dom or never fully supplied with commodities pro- 
duced under a monopoly. All classes of producers 
endeavour to procure the highest possible price fbr 
their commodities ; and those who are protected, by 
means of a monopoly, against the risk of being un- 
dersold by others, either keep the market under- 
stocked, or supply it with inferior articles, or both. 
Under such circumstances, the price of commodities, 
if they cannot be easily smuggled from abroad, or 
clandestinely produced at home, is elevated to the 
highest point to which the competition of the buyers 
can raise it ; and may, in consequence, amount to 
five, ten, or twenty times the sum it would amount 
to were competition permitted to operate in their pro- 
duction and sale. The mil and power of the pur^ 
chasers to offer a high price forms the only limit to 
the rapacity of monopolists. 

Besides the commodities produced under artificial 
monopolies, there is another class whose quantity 
cannot be increased by the operation of human in- 
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dustry, and wiioi^ price is not, therefore, Aepeudmt 
on tlije cost of their production. Amieat statnei, 
vases, and gems, the pictures of the great ina^;erii, 
some species of wines which can be produced in li- 
mited quantities only from soils of a particular qua- 
lity and exposure, and a few other commodities, 
belong to this class. As their supply cannot be in- 
creased, their price must vary inversely as the de- 
mand, and is totally unaflfected by any other circum- 
stance. 

I But with these exception!^ which, when com- 
pared to the mass of cmnmodit^, are but few 
and unimportaiit, iVherever industry is unrestrieted 
and compi^tition alJowdd to (^perate, the average 
price of the various products of art and industry, id- 
ways coincides wit^ the cost of their produddon* 
When a fall takes plpue in the market price oi any 
commodity, we cannot aay whether that &11 is really 
advantageous, or whether a part of the wealth of the 
producers be not gratuitously trani^rred to the con- 
sumers, imtil we l^m whether the cost of produc- 
tion has been equally diminished. If this is the case, 
the fall of price will not have been disadvantageous 
to the producers, and will be permanent ; but if this 
has not been the case-^if the cost of production can« 
tinues the same, the fall must have been injurious to 
the producers, and prices will, in consequence^ 
speedily attain their former level. In like man- 
ner, no rise of prices can be permanent, except 
when the cost of produ(^on has been proportion- 
ally increased. If that cost has remained stat^cm- 
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Bgy^ orr hts net ititf oas^ in a cc^eftponding ration 
prioMtwiU decline as soittt astlie ephemeral causes of 
•hhancemttit have disi^peared. 

The extreme importance of having correct opi- 
nionay re^^ecting the r^ulating principle of prices 
snd the dueordant and erroneous opinions that are 
Btill so exceedingly prevalent with regard to it, wiU, 
I hc^, be deemed n sufficient apology for the length 
o£ the previoua remarks, and for the insertion of the 
following para^pb from the Histoire de la Moiu 
noie of the Marquis Gamier, in which the doctrine 
now hud down is enforced with equal ability and elo* 
qnenee : 

'< Mais les producteurs tendent continuellement k 
r^ler la quantity des productions sur la somme des 
demandes ; ils ne resteront pas au-deasous de ce 
point, sans dtre tentes d'aocroltre la masse de leurs 
produits ; et ils ne peuventle d^passer sans s'expos* 
er k perdre. Ces deux quantity, celle des products 
ret celie des demandes, s'effoprcent done k se mettre 
en ^uiHbre Tune avec I'autre, U existe done un 
point de repos vers kquel elles gravitent chacune de 
son c6t^ ; un point qui est leur niveau, et c'est ce 
point qui cmistitue le prijp nafurel de la chose v^nale. 
< Qndleestia Umite au-dellt de iaqudk le producteur 
ne peut porter la quantity de ses produits ? C'est le 
,|>rix naturel ; car^ s'il ne peut obtenir ce prix pour 
^touft son produit,' il aera en perte. Quelle est la 
borne des demandes du consommateur ? C'est le prix 
hatnfd f car il ne veut pas domier plus qne T^uiva- 
lent de ce qu'il re^oit. Si, par une d^couverte, ou 
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par tin perfectdom^ment de I'industrie^ le prodo^- 
teur est mis k m^me d'etablir Particle sur lequd 11 
s'exerce k moins de temps et de d^pense, alors le 
prix naturel baissera^ mais aussi la somme des de- 
mandes accroitra dans une proportion pareille, par(^ 
que plus de consommateurs seront en ^t de payer 
ce prix naturel, moins elev^ que Pancien. Le pria 
naturel sera totyours^ pour chaque chose venale, la 
limite commune au-dela de laquelle la somme des de* 
mandes de cette chose et la quantite de sa production 
ne devront plus favre de progres. Quand le prix 
eourant est le prix naturel, le producteur et le con- 
sommateur se donnent r^eiproquement r^juivalent 
de ce qu'ils resolvent. Quand le prix eourant s'^carte 
du prix naturel, ou c'est la consommation qui souffre 
au profit de la production, ou c'est la production 
qui souffre au profit de la consommation. Get 
dtat de souffrance ne pent durer, et de-1^ pn>- 
cedent les variations du prix eourant. Ces varia- 
tions, que Smith a expliqu^s et analys^es avec une 
si parafaite lucidity, ne sont autre chose que les ef- 
forts pour revenir au prix naturel. Tenter d'expli- 
quer ces variations, sans reconnaitre ^existence d'on 
prix naturel, ce serait voulpir exfdiquer les oscilla- 
tions du pendule sans convenir de sa tendam^e vers 
un centre de gravitation ; ce serait supposer un ef- 
fort sans but et sans mobile ^ ce serait admettre le 
mouvement et nier le repos ; enfin, en voyant les 
phenom^nes ducours des fluides et de I'equilibredes 
solides, ce serait contester les lois du niveau et de la 
pessnteur. Si les choses v^naJes n'ont point de^x 
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nshirel, alors les mmivemens de la ciroulatioii seront 
clir^[^ par une force aveugle et inconnue ; les prix 
moyens ne seront plus que le resultat de chances 
purement fortuites ; fl n'y aura plus d'^quivalent 
r^el ; les valeurs n'auront plus de mesure naturelle j 
P^conomie politique ne pourra plus aspirer k #tre au 
rang des sciencesi puisqu'elle manquera du caract^ 
essentiel qui les constitue telles, et que les faits dont 
elle traite ne seront plus fond^s sur les lois immua- 
bles de la nature." * 

Having thus shown that the cost of production 
is the sole regulating principle of exchangeable, va^ 
lue and price, I shall now proceed to investigate the 
elements which enter into and constitute this cost, f 

Section IV. 

Commodities belong, in the earliest stage of society, exclusively 
to the Labourers — Quantity of, "Labour required for their 
Production, the only principle which then determines their 
Exchangeable Value. > , 

We have previously seen, that there is no period in 
the progress of society, from its earliest infancy to its 

* Tome I. Introduction, p. 62. 

t Mr Tooke has^ in his excellent work On High and Low 
Prices, — a work replete with curious and important informa- 
tion, — given a very c(»nplete analysis and exposition of the in- 
fluence of variations in die demand for and supply of commodi- 
ties on their price — ^whet^er these variations arise from changes 
ia the seasons or in ^e value of money, from a spirit of specu- 
lation, from the caprices of fashion, the influence of witf, &c. 
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highest {Htch of civiliaatioiiaiidrefineinent» in wfaieh 
any indi^idiial, who does not belong to some one or 
other of the classes of labourers^ landlords^ or c^- 
taUstSy ever participates directly in the produce o£ ia<* 
dustry. But there are states of society in which that 
produce belongs exclusively to one only of these 
classes ; and (rthers in which it b^ngs to two of 
them, to the exclusion of the third. Thci reason is, 
that in die earliest stages of society, there is little ov 
no capital accumulated, and the distinction between 
labourers and capitalists is, in consequence, unknown ; 
and that» in all newly settled and unappropriated coun^ 
tries, abundance c£ fertile land may be obtoroed with- 
out paying any rent to a lanAord; 

In that remote period preceding the establishment 
of a right of property in land, and the accumulation 
of capital or stock— when men roamed, without any 
settled habitations, over the surface of the earth, and 
existed by means of that labour only that was requir- 
ed to appropriate the spontaneous pi*oductions of the 
soil, the whole produce of labour belonged to the la- 
bourer, and the quantity of labour expended in pro* 
curing different articles, must plainly have formed 
the only standard by which their relative worth, or 
exchangeable value, could be estimated. " If among 
a nation of hunters," says Dr Smith, " it usually 
costs twice the labour to kill a beaver that it does to 
kill a deer, one beaver would naturally exchange for 
or be worth two deer. It is natural, that what is 
usually the produce of two days* or two hours' labour. 
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shoiiM be worth dottble^ of wha^ is usualiy the pro- 
duce of one clay*» or one hoiii^s labour. 

** If the one spedes of labour diould be mons se- 
vere than the other, some allowance will natorally 
be made fen* this^uperior hardship ; and the produce 
of one hour's labour in the one way, fre^pieirtly ex* 
chttges for that of two hpursf labour in the othdr. 

** Or if the one spades of labour requires an im- 
common degree of dextenty and inigenuity, the 
esteem which men have fw such talents willnatuvaUy 
give a value to their produce, superior to what 
would be due to the time employed about it. Siich 
talents can seldom be acquired but in consequence of 
long applieatioti, aad the superior value of their pro* 
dupe may frequently be no more than a r^uonaUe 
compensation for the time and labour which muist be 
spent in acquiring them. In the advanced state of 
society, allowances of this kind, for superior hardship 
and superior skill, are commonly made in the wages 
of labour ; and something of the same kind must 
probably have taken place in the earliest and rudest 
period. 

** In this state of things, the whole produce of la- 
bour belongs to the labourer; and the quantity of 
labour commonly employed in acquiring or produc- 
ing any commodity, is the only circumstance which 
can regulate the quantity of labour (qf other com- 
modities) which it commonly ought to purchase, 
command, or exchange for/' * 

* Wealth of Nations, I. p. 70. 
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Thus far there ii no room for doubt or d^BBma^ 
of opinion. When there is no diss but labourer^ 
aU the produce of labour must obvioudy belong to 
them ; and the sacrifice each individual makes in 
producing commodities, or the quantity of labour 
that he expends upon them, is universally admitted 
to be the only principle by which their exchangeable 
values can then be determined. , 

It is at this pmnt, therefore, that we properly 
commence the investigation of the circumsUmces 
which determine the exchangeable value of commo* 
dities when a rent is paid for land, and circulating 
and fixed capital employed to facilitate the labour 
of the workm^i. I shall b^in by endeavouring to 
ascertain whether rent eniers into the cost of pro- 
duction. 

Section V. 

(L) Nature, Origin, and Progress of Corn or Produce Rents-^ 
Rent not a Cause hut a Consequence of the High Value of 
Raw Produce — Does not enter into Price — Distinction be- 
tween Agriculture and Manufactures, (II.) Money Rents 
depend partly on the Extent to which Tillage has been Car- 
ried, and partly on Situation — The Principle that the Real 
Value of Commodities is Regulated or Determined by the 
Quantities of Labour required for their Production, not Affect- 
ed by the Payment of Rent, 

Dr Smith was of opinion, tl^at, after land had 
become property, and rent began to be paid, such 
rent made an equivalent addition to the exchange** 
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dbfe value of the produce of theaml.^ This opi- 
nion was first called in question in two pmiphlets of 
exitraordinffly merit, published nearly at the same 
time, by a Eellow of University College, Oxford, | 
and Mr Malthus. t These writers endeavoured to 
s^ow that rent did not enter into price; that it 
was not, as had been commonly suppose, a conse^ 
quence of land having been divided and become pro- 
perty ; but that it was owing U> its being of limited 
e^itent, and of various degrees of fertility, and to the 
circumstance of its being impossible to apply capital 
indefinitely to any quality of land without obtaining 
from it a constimtly diminishing return. Mr Ricar* 
do subsequently illustrated and enforced this doctrine 
with his usual ability — stripped it of the errors by 
which it had been originally encumbered, and show^ 
its vast importance to a right understanding of the 
laws which regulate the rise and fall of profits. In 
the following observations, I shall endeavour to trace 
the rise and progress of rent ; and to obviate some ra- 
ther specious objections that have been made to the 
doctrine of its not entering into price. 

I. Corn or Produce Rents. — Rent is properly 
" that portion of the produce of the earth which is 



* Wealth of Naiwns, I. ^, 75. 

t An Essay on the Application of Capital to Land, bj a Fel- 
low (Mr West a Barrister) of University College, Oxford, 
1815. 

X An Inquiry into the Nature and Progress of Rent, by th^ 
Iter. T. R. Mahhus, 1^15- 
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p«d by tiie fiurmer to the landlord &r tlie jb^mb of the 
nakiral' and inherent powera of the soil/' If build, 
h^s have been etected on a fann^ or if it Ims been 
inclosed, drained, or in assy way improved, fay^ an ex« 
pendkuve of capital and labour,^ the sum which, a 
fiurmer will pay to the landlord for its use will be 
composed, not only of what is pn^rly rent, but ^co 
of a remuneration for the use of the eapital wbidi 
has been laid out in its improvement. In commcm 
language, these two sums are always confounded to«« 
gether, under the name of rent ; but in>an inquiry 
of this nature, it is necessary to consider tl^m as per^ 
foctly distinct. The laws by which rent and pr^ts 
are regulated being totally diffisrent,. those which go^ 
im'n ^e one cannot be ascertained if it be not coaa^ 
sidered s^Mu:iteIy from the other. 

On the first settling of any couotcy abpuhdmg in 
hu^e tracts of unappi-opriated land^ no rent^ is ev» 
paid ; and for this plain and obvious reason, that no 
person will pay a t&at for* what mBj he* ^"ccured in 
unlimited quantities for nothing. Tl^iis in New Hd^ 
land, where there is an ample supply of fertile and 
unappropriated land, it is certain, that, until the 
best lands are all cultivated^ rent willi ne^r be 
heard of. Suppose, however, that tillage has beeft 
carried to this point, and that the increasing demand 
for raw produce can, in the actual state of the science 
of agriculture, be no longer supplied by the cul- 
ture of the best lands ; under these circumstances 
it is plain that either the increase of population 
inust cease, or the inhabitants must consent to pay 
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sQfih/ratt.Ad^iplud fmm for raw pnidwe.as wiU: 
dinl^t l^e.^^Mtml quility of land to be owllmte^ 
Nd adva&ce short qf Ms will procmre tliem another 
budiel of com ; and compotitkm wiU not^ as wiUbOi 
imoiodiately shown^ allow them to ftymonSotk^ 
They hAve^ therefore^ but one altoraativeu If Miejr 
choose to pay a price aufficient to cover the exf*nee^ 
of o«ltivaliDg land of the fieoond quality^ they 'wiIL 
obtain additional luf^iea ; if they do. not, theysnuit 
want them. Suppose now> that the censunmsaGkr 
mgh a price as will pay the expence of prodooingi 
com on soils which, in return for the same expendi- 
ture as would have produced 100 quarters on lands o£ 
iht.^st quality 9 will only yield 90 quarterajit is) 
plain^iit will then be indiffiarent to a fanner whether 
he pays a rent of ten quarters for the first iquak 
Kty of Iwd or fiuma the second quality, whitli:. is 
mufipropriated and opea tahim^ wit^ut paying lUiy 
pent. If the populaticm went on increasing^ inda 
which would yield only 80, 70, 60, 50, ftcuquaater^ 
in r^jirq for the sameestpenditUfm that hadjQbkmm 
ed 100 quarters Jrom tiie beat UmdSj nugkkbe.suo* 
cessively brought under Gultivatien* And v/ima. re* 
eounse had^been had to these inferior lands^ the com 
rant of those that are superior would plakly be eqwd 
to the dfg^3renc€f betxoeenthe amount oj, the pnoduoe 
4>btamedJrom them and the amount ^thejmodme, 
oktainedjromthe worst qudkty under cuitk^atiom 
Suppose^ £ov example, that the worst equality «in^ 
der cultivation yields 60 quarters, then the -tent 
of tha^.5^, ijualtty will be 40 quarters, or lX)0-^-4S0 ; 
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the rent of the second quality will, in Uke mm* 
ner, be equml to the di^Rn'ence betvreen 90 and 
60, or iK) quarters ; the rent of the third quality 
will be equal to 80 — 60, or SO quarters, and so on : 
The produce raised on the land last cultivated, 
or with the capital last applied to the soil, being 
all the while sold at its necessary price, or at that 
priee which is just sufficient to yield the culti- 
Ytitors the common and average rate of profit, or, 
which is the same thing, to cover the cost of its pro^ 
du(^on. If the price were above this level, then 
agriculture would be the best of all businesses, and 
tillage would be immediately extended ; if, on the 
odier hand, the price fell below this level, capital 
would be withdrawn from the soil, and the poorer 
lands thrown out of cultivation. Under such dreum- 
stanees, it is undeniably certain, that rent could not 
eaater into the price of that portion of produce raised 
by means of the capital last applied to the soil. Its 
price is exclusively made up of wages and profits. The 
proprietors of the superior lands obtain rent ; but thk 
is the necessary result of their gr eater fertilUy. The 
demand cannot be supplied withmit cultivating infe-* 
rior soils ; and to enable them to be cultivated, their 
produce must sell {or such a price as will afibrd the 
ordinary rate of profit to their cultivators. This 
price will, however, yield a surplus over and above 
the ordinary rate of profit to the cultivators of the 
more fertile lands, and it is this swylus that forms 
rent. 

An increase of rent is not, therefore, as is very 



Digitized 



by Google 



ASMT. 969 

generally supposed, ocoudoned by improfemeiits in 
i^culture, or by an increase in the fertility of the 
8oil« It i^esults entirely from the necessity of resort^ 
ing, as populaticm inoreases, to soils of a decreasmg 
de;gree of fertility. Rent Varies in an inverse pro* 
pm*tion to the amount of produce curtained by meau 
of jtbe capital and labour employed in cultivation ;«*-• 
that is, it increases when the prqfits of agrieullural 
Utbour dimmUhf and diminishes nohen they increase. 
Profits are at their maximum in countries like New 
Holland, Indiana, and Illinois, and generally in all 
situa^tions in which no rent is paid, and the bert 
lands only cultivated*; but it cannot be said that 
rents have attained their maximum so long as capital 
yields any surplus in the shape of profit. 

A quarter of wheat may be raised in Essex, or in the 
Carse of Gowrie, at perhaps 2k fourth ora^th^pairt of 
ihe expence necessary to rabe it on the worst soils in 
cultivation in other parts of the country. There can- 
not, however, be two or more prices for the same ar* 
tide at the s^ne time and in the same market. And it 
is plain, that if the. average market price of wh«it be 
not such as will indemnify the producers of that 
.which is raised on the worst soils, they will cease 
bringing it to market, and the required supplies 
will no longer be obtained ; and it is equally plain, 
that if the market price of wheat exceeds this sum, 
fresh capital will be applied to its production, Md 
competition will soon sink prices to their natural le» 
vel — that is, to such a sum as will just afford Mr 
mmmon and ordinary rate of profit to ^raisers 
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of tkttijfortimoftbe refmndsupplf ^.vom xMeh 
i$ produce Aun4$T Ae fm$twsfin»tttkMe dromudktf^ 
ees^mdat ^greatest eoppende. It it by the cost of 
producing this portioft tint titeavorage piiee of dl 
the rest most always be regttkkted. And, therelbie^ it 
is i^niy die nme thing^to the ooosuoiers whetberi 
in an advanced staig^ of society, the excels of nttim 
over the cost of production on hmds of the first quality 
belongs to a non*resident landlavd^or wa occupier. 
It must belong to the one or the other. Corn is not 
high, because a rent is paid, bat a rent is paid be- 
cause com is high — becau^ the dtemand is suck^ that 
it cannot be supplied "without Cultk>atmg soih qf a 
^Mminished degree of fertility i « ampaned wM 
the best. Suppose there is an effeotiqil denuuid ibr 
10 millions of quarters, and that it ie oecewtry to 
raise one million of these quarters on holds whkh 
yield nothing but the obmmbn and avevage nte of 
fw&t <to their oultivators ; it is clear that the ndin- 
•quisbing of the raits payaUe on the superior laitds^ 
^ould be no boon whatever to the cultivators «f 
ihe inferior lands. It would not lessen their expen- 
oes ; that is, it would not lessen the ^uaotiini of 
capital and labour necessary to produoethat pbrtion of 
the required suppbf which is imsed u^dfo* die most 
liiiikfouvable eircutn^nces } and, if it did not re- 
dttoe this eDpenee, it is obviously iknpossibley ski^pds- 
ing the demand not to decline, that it eoirid lower 
prices* But the case is entirely £jBferc9it when 
the cost of production varies. If it is diminished, 
the compMition of the producers will iniidlibly sink 
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prices in an equal furoportum : If it is tttoraaied) no 
MippKes will be brought to cnarket, unlefta the price 
be raised to a corresponding level. In no ease, tbere- 
lore, whether the demand be great or smalWwke- 
ther for one or one million of quarters, can the price 
of raw produce ever permanently exceed or All be- 
low the sum necessary to pay the cost of producing 
that portion of the supply that is raised on the worst 
land, or by means of ^e last capital laid out on the 
soil. 

Two objections have been made to this theory. 
In the ^r«^ place, it has been said that, though 
it might apply in a country Hke New Holland, where 
land is not apprc^riated, still it is true that all 
the lands in every civilized and appropriated coun- 
try like England, always yield some small rent to 
the proprietor ; and that, therefix'e, it cannot be said 
tlmt th<3 price of raw produce is, in such countries, de- 
termined by the cost q£ raising it on that quality of 
land which pays no rent. 

Mr Mill has justly observed of this objection, that 
even if it were well-founded, it could not practical- 
ly afiect any of the conclusions previously esta- 
blished. There are in England and Scotland, thou- 
sands of acres of land which do not let for L. 20 ; 
but to cultivate them would require an outlay of many 
thousands *, and the rent would consequently bear 
so small a proportion to the expences of production, 
as to become altogether evanescent and inappreci- 
able.* 

* Elements of Political Ecotiom^, p. 19, Ist edit. 
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There can be no doubt, howerer, that there it in 
this, and most other extensive countries, a great deal 
of land which yields no rent wbaterer. In the Unk* 
ed States and Russia, such is unquestionably the 
case ; and yet no one presumes to say, that the laws 
which regulate rent in the United States and Russia, 
are diflferent from those which r^ulate it in England 
and France. The poorest lands are always let in 
inunense tracts. If it were attempted to let particu- 
lar portions of these tracts separately, they would 
bring no rent whatever ; but they a^^ear to yield 
rent, because rent is paid not for them, but fdH* the 
more fertile spots intermixed with them. But al- 
though it were really true, that every rood pf limd 
in Britain paid a high rent, it would still be true, 
that such rent did not, and could not, enter iiito the 
price of raw produce. The rent of a country con- 
sists of the d^erencCf or tite valm of the difference^ 
beitpeen the produce obtained from the capital first 
applied to the land, and that which is last applied to 
it. It would, as has been already shown, be exact- 
ly the same thing to the cultivator, whether he paid 
a rent of ten quarters to a landlord for land yielding, 
with a certain outlay, 100 quarters of corn, or em- 
ployed the same capital in cultivating inferior land 
yielding only 90 quarters, for which he paid no rent. 
If it were possible always to obtain 100 quarters for 
every equal additional capital applied to the superi- 
or soils, no person, it is obvious, would ever resort to 
those of inferior fertility. But the fact, that, in the 
pn^ress of society, new and less fertile land is al- 
1 
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ywf% brought under culttratioii^ ^monrtrttes tint ad- 
diiiqnal ci^tal and labour cannot be indefinitely ap- 
plied with the same advantage to the old land. The 
state of society in any particular country may be 
such — ^the demand fw agricultural produce may be so 
great) that every quality of land actually yields rent ; 
but it is the same thing if there be any capital em- 
ployed on land which yields only the return of stock 
with its ordinary profits, whether that ci^tal be 
employed on old or new land. Now, that th^re is 
a very large amount of capital employed in such 
a manner in this and every other country, is a 
fact of which there neither is, nor can be any doubt. 
A farmer who rents a fium, besides employing upon 
it such a a^ital as will, at the existing prices 
of raw produce, enable him to pay his rent, to ob- 
tain thfe average rate of profit, and to replace his stock 
previously to the ^Lpiration of his lease, will also em- 
ploy an additional capital, if it will only replace it- 
self, and afford the ordinary rate of profit. Whether 
he shall employ this additional capital or not, de- 
pends entirely on the circumstance of the price of 
raw produce being such aa will repay his expences 
and profits i for he knows he will have no addition- 
al rent to pay. Even at the expiration of his lease, 
his rent will not be raised ; for, if his landlord should 
require rent, because an additional capital had been 
employed, he would withdraw it ; since, by employ- 
ing it in agriculture, he gets only the same profits he 
might have got by employing it in any other depart- 
ment of industry. If the capital last implied to the 
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soil yidds more dum the common and avenge rate 
of pit^ fresh ciq>ital will be invested inagricultmre^ 
and cmnpelition wiU sink prices to mich a level 
as will just enable tbem to yield this rate^ and no 
more ; if the ci^tal last af^icd to the soil yiddb 
less than this common and average rate of profit^ it 
will be withdrawni nntil, by the rise of price, the last 
remaining capital yiel^ this common xate. In every 
ease, therefore, whether the last quality of land taki> 
en iiU;o cultivation yields rent or not, the last capital 
applied to the soil yields onfy tbe^ common and ampe- 
rage rate ofproJU ; and, consoquently* the price of 
the produce whidi it yields, and which regulates tbe 
price of all the rest, is totally unaffected by rent. 

It has, in die second place, been objected to this 
account of the nature and causes of rent, diat it takes 
for granted, that, in all extensive amotoles, landlords 
permit the farmers of the worst lands to occupy than 
without paying any rent But, it is easy to show, 
that this is a mistake* The price of raw produce 
is not kept down to its necessary price by the 
competition oS farmm^ but by that of landlords. 
Though diere must necessarily be a very wide dif- 
ference, in any country of considerable extent, be* 
tween the best and worst soils, still the gradation 
from the one extreme to the other is gradual, 
and almost imperceptible. The best differ but Uttle 
from those which are immediately inferior to them, 
aud the worst from those immediately above th^a* 
And hence it is just as impossible to point out 
the precfise point where the first quality ends mi 
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the'8M0id<begki^:<>r wbet^^iheB^co^ and ikQ 
thiid b^tnsy as it. k to point oiM^ the precise poiat 
where the contiguous tx>l0urs. of the rainbow differ. 
Now, siippose that the numbers 1, S, 3, % 5^, 6, 7, 
&e» designlite the different qualities of soil in an ex* 
tensiye countjrjr, and suppose that the effectual de* 
mand for raw ]Hroduoe is such as will just afford the 
common and arer;^ rate of profit to those who culti- 
vate land of the Jifth degree of fertility, or t^t repre- 
sented by No* 5 ; when such is the case^ there can be 
no doubt that No. 5 will be cultivated ; for, be^des 
the peculiar attractions which agriculture possesses^ it 
would be quite as. advantageous to cultivate it as to 
engage in ttny other bu^ess.. It would not, bow- 
ever, be more advantageous^ for its produce would 
yield no surplus in the shape of rent. But si^pose 
that a combination took place among the proprietors 
of Nos. 1, 2, 3, 4, and 5, to withhold a portion of their 
produce from market y and that, in consequence of 
this, or any other cause, the price of com is raised 
ever so. little above the expence of its production on 
No. 5 ; in that case, it is obvioud that soils of the 
very next degree of fertility, or that that portion 
of No« 6, which, in point of productive power, differs 
extremely little from No. 5, would be instantly 
brought under cultivation ; and the increased supply 
would in£Ulibly sink prices to the level that would 
just afford the average rate of profit, and no more, to 
the cultivators of No. 5, or of the poorest soils which 
the supply of the effectual demand renders it ne^s- 
sary to cultivate. It ss quite the same thing, there- 
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fore, in 80 far as price is concerned, whether a coon-^ 
try is appropriated or not. When it is appn^riated, 
prices are kept down to their lowest limit by the com- 
petition of the landlords. And it is by the self same 
principle, — the cost of producing that portion of the 
necessary supply raised under the most unfavouf' 
able circumstances^ — ^that the price of raw produce is 
determined in England and France, as it is determin- 
ed in New Holland and Illinois. 

But then it is said, that this reasoning involves a 
contradiction, — ^that it accounts both for a rise and a 
fall of price in the same way, or by an extension of 
cultivation ! In point of fact, however, it does no 
such thing. The market price of com will always 
be low where it is cheaply produced, as in Poland ; 
and it will occasionally be low where it costs a great 
deal to produce it, as in England, when a redundant 
supply is brought to market. Suppose, as before, 
that the effectual demand for com in Great Britain 
is at present such as will just enable lands of i\it fifth 
degree of fertility to be cultivated ; but that, owing 
to variable harvests, to injudicious encouragement 
held out by the Legislature, to the ardour of specu- 
lation, to the miscalculation of farmers, or to any 
other cause, lands of the sixth degree of fertility 
have been cultivated ; the increased quantity of pro- 
duce that must thus be thrown upon the market will 
plainly depress prices to such an extent, that, instead 
of yielding average profits to the cultivators of No. 
6, they will not yield them to the cultivators of 
No. 5. But they will yield more to the cultiva* 
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tors of No. 5 than to those of No. 6 ; the latter, 
therefore, will be first driven from their business ; 
and when they have retired, prices will rise, not 
indeed to such a height as to enable No. 6 to 
be cultivated, but so high as to enable the culti^ 
vators of No. 5 to continue their business ; that is, as 
has been already shown, to the precise sum that will 
enable the raisers of the last portion of the produce 
required to supply the effectual demand to obtain 
the common and average rate of profit. Should the 
demand, instead of continuing stationary, increase so 
that it could not be supplied without cultivating 
Nos. 6 and 7> the price of com would rise in propor- 
tion to the increased expence of their cultivation. 
But to whatever extent the demand might increase, 
still, if such an improvement were made in agricul- 
ture, or in the art of raising corn, as would enable 
the supply to be obtained from No. 1 only, the price 
would necessarily fall to the precise sum that paid 
the expences of its cultivators, and rent would en- 
tirely disappear. 

This analysis of the nature and causes of rent dis- 
covers an important and fundamental distinction be- 1 
tween agricultural and commercial and manufactur- 
ing industry. In manufactures, the worst machinery ! 
is first set in motion, and every day its "powers are ; 
improved by new inventions ; and it is rendered ca- 
pable of yielding a greater amount of produce with ' 
the same expence. And as no limits can be assign- 
ed to the quantity of improved machinery that may 
be introduced-^as a million of steam-engines may be 
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constructed for the same, or nther for a less, pro- 
portional expence than would be required for the 
construction of one — the competition of capitalists 
never fails to reduce the price of manufactured com- 
modities to the sum which the les&t expensive me- 
thod of production necessarily requires for their pro- 
duction. 

In agriculture, on the contrary, the best ma- 
chines, that is, the best soils^ are first brought un- 
der cultivation, and recourse is afterwards had to in- 
ferior soiled requiring a greater expenditure of capital 
and labour to produce the same supplies. The im- 
provements in the construction of farming imple- 
ments, and meliorations in agricultural management, 
which occasionally occur in the progress of society, 
really reduce the price of raw produce, and, by 
making less capital yield the same supplies, have a 
tendency to reduce rent. But tlie fall of price, 
which is permanent in manufactures, is only tempo* 
rary in agriculture. A fall in the price of raw 
produce, by enabling all classes to obtain greater 
quantities than before, in exchange for their pro- 
ducts or their labour, raises the rate of profit, and 
leads, of course, to an increased accumulation 
of capital ; and this increased accumulation leads 
again to a greater demand for labour, to higher 
wages, to an increased population, and, consequent* 
ly, to a further demand for raw produce and an ex- 
tended cultivation. Agricultural improvements 
check for a while the necessity of having recourse to 
inferior soils and the rise of rents ; but the check 
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can only be temporary. The stimulus which they, 
at the same time, give to population, and the natu- 
ral tendency of mankind to increase beyond the 
means of subsistence, is sure, in the end, to raise 
prices, and, by forcing recourse to poor lands, to 
raise rents. 

Mr Malthus has, in illustrating this important 
distinction between agricultural and manu&cturing 
industry, set the. doctrine of rent in a clear and 
striking point of view. ** The earth," he observes^ 
** has been sometimes compared to a vast machine, 
presented by nature to man for the production of 
food and raw materials ; but to make the resem- 
blance more just, as far as they admit of compari* 
son, we should consider the soil as a present to man 
of a gteat number of machines, all susceptiUe <^ 
^(mtiiiued improvement by the application of capital 
to them, but yet of very different original qualities 
and powers. 

" This great inequdity in the powers of the ma- 
chinery employed in procuring raw produce, forms 
one of the most remarl^le features which dis|;in* 
guishes the machinery of the land from the ma- 
chinery employed in manufactures. 

** When a machine in manu&cturcjs is invented, 
which will produce more finished work with less la- 
bour and capital than before, if there be no [latent, 
or as soon as the patent k over, a sufficient number 
of such machines may be made to supply the whole 
demand, and to supersede entirely the use of all the 
old machinery. The natural consequence is, that 
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the price is reduced to the price of production from 
the best machinery, and if the price were to be de- 
pressed lower, the whole of the commodity would be 
withdrawn from the market. 

^^ The machines which produce com and raw ma- 
terials, on the contrary, are the gifts of nature, not 
the works of man ; and we find by experience that 
these gifts have very different qualities and powers. 
The most fertile lands of a country, those which, like 
the best machinery in manufactures, yield the great- 
est products with die least labour and capital, are 
ncTer found sufficient to supply the effective demand 
of an increasing population. The price of raw pro- 
duce, therefore, naturally rises till it becomes suffi- 
ciently high to pay the cost of raising it with inferior 
machines, and by a more expensive process ; and, as 
there cannot be two prices for com of the same qua^ 
lity, all the other machines, the working of which re- 
quires less coital compared with the produce^ must 
yield rents in proportion to their goodness. 

*< Every extensive country may thus be considered 
as possessing a gradation of machines for the produc- 
tion of com and raw materials, including in diis gra- 
dation not only all the various qualities of poor land, 
of which every large territory has generally an abun- 
dance, but the inferior machinery which may be said 
to be employed when good land is further and fur- 
ther forced for additional produce. As the price of 
raw produce continues to rise, these inferior machines 
are successively called into action ; and, as the price 
of raw produce continues to fall, they are successive- 
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ly thrown out of action. The illustration here used 
serves to show at once the necessity of the actual 
price of corn to the actual produce, and the different 
effect which would attend a great reduction in the 
price of any particular manufacture, and a great re- 
duction in the price of raw produce. 

** I hare no hesitation, then, in affirming, that the 
reason why the real price of com is higher and con- 
tinually rising in countries which are already rich, 
and still advancing in prosperity and population, is 
to be found in the necessity of resorting constantly 
to poorer land — to machines which require a greater 
expenditure to work them — and which consequently 
occasion each fresh addidon to the raw produce of 
the country to be purchased at a greater cost ;— in 
short, it is to be found in the important truth that 
com is sold at the price necessary to yield the ac^ 
tual supply ; and thatt as the production of this sup* 
ply becomes more and more difficulty the price rises 
in proportion. 

<< I hope to be excused for having dwelt so long 
and presented to the reader in various forms the doc- 
trine that corn, in reference to the quantity actually 
produced^ is sold at its necessary price like manufac- 
tures, because I consider it as a tmth of the highest 
importance, which has been entirely overlooked by 
the economists, by Dr Smith, and all those writers 
who have represented raw produce as selling always 
at a monopoly price/** 

* Inquirif into the Nature and Prioress of Rent, p. 37. 
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It appears, therefore, that, in the earliest stages 
of society, and when only the best lands are culti- 
vated, no rent is ever paid. The landlords, as snch, 
do not begin to share in the produce of the soil un* 
til it becomes necessary to cultivate lands of an in- 
ferior degree of fertility, or to apply capital to the 
superior lands with a diminishing return. When- 
ever this is the case, rent begins to be paid ; and it 
continues to increase w^cording as cultivation is ex- 
tended over poorer soils ; and diminishes according 
as these poorer soils are thrown out of cultivation. 
Rent, therefore, depends exclusively on the exteuf 
sion of till^. It is high where tillage is widely 
extended over inferior lands ; and low where it is 
confined to the superior descripticms only. But in 
no case does rent ever enter into price. For, the 
produce raised on the poorest lands, or by means of 
the capital last applied to the cultivation of the soil, 
regulates the price of all the rest ; and this produce 
never yields any surplus above the common and aver* 
age rate of profit.* 



* The rise in the price of raw produce, occasioned by the 
decreasing fertility of the soils to which every advancing socie- 
ty must resort, was, I believe, first distinctly shown in a work, 
in which there are many just and ingenious, intermixed with 
many fianciful and erroneous views, entitled, Principe^ de tout 
Gouvernement, in two vols. 12mo, published in 1766. The 
author has, on one occasion, hit upon the real origin of rent — 
'^ Quand les cvltivateurs, devenus nomhreux" says he, ''auront 
difrichS toutes les bonnes terres ; par leur augmentation suc^ 
cessive, et par la continuity du dSfrichement, il se trouvera un 
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II. MamY Rekts^-^W^ have now seen that the 
com or produce rent of a farm depends wholly on 
the extent to which bad lands are under tillage, or to 
which good lands are £9rced ; but the money rent of 
a farm depends partly on situ^ipn, and partJy only 
on the extent to which tillage has been carried. 
If all the lands in the empire were equally well si* 
tuAted, or were equally contiguous to markets, the 
com rents, and the money rents, of those of equal 
fertility, would be everywhere equal. But the dif- 
ference of situation occasions very great differences 
in the money rents paid for lands of equal fertility. 
Thus, suppose two farmers employ equal quantities 
of capital, as 5000 quarters each, in the cultivation 
of farms of equal goodne96, the oijie situated in the 
immediate vicinity of I^ndon, and tfa^ other in 
Yorkshire ; and, suppose farther, that London is the 
market to which the produce of both farms must be 
sent, and that the cost of conveying com from York* 
shire to London is five shillings a quarter : under 
these circumstancea» if the gross produce of each 
£uin was 1000 quarters, of which the landlord re- 
ceived one-fifth part, or 200 quarters, as rent, the 
money rent of the farm near Lcmdon would be L.50 

point ou il sera plus avantageux d un nouveau colon de prendre 
d ferme des terres Jecondes, que d*en d&fricher de nouvelles beau- 
coup moins bonnes "--^(Tome I. p. 126.) It is plain^ however, 
from his not reverting to the subject, that he was not at all aware 
of the importance of the principle he had stated ; and it is ap- 
parent, indeed, from other passages of the work, that he sup* 
posed rent entered into prioe. 
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a-year more than the money rent of the farm in 
Yorkshire. For, as the quantity of com raised near 
London is not adequate to supply the eflfectual 
demand, its price in the city must suffice to pay 
those who bring any portion of the necessary sup- 
plies from the greatest distance, as well for the 
expences of carriage as for those of production : And 
the farmer in the immediate vicinity, who gets this 
increased price for his produce, will have to pay a 
proportional increase of money rent ; just as the oc- 
cupier of good land has to pay an increase of com 
or produce rent, as soon as inferior lands are taken 
into cultivation. 

It has been said, however, that the Middlesex far- 
mer must not only pay a higher money rent, but 
that he must also pay a higher com rent : for, 
if he does not, it is contended that a quantity 
of corn will remain to him as profits equal to 
that which remains to the Yorkshire farmer ; and 
as the value of com in Middlesex is greater than in 
Yorkshire, his profits will also be proportionally 
greater, which cannot be the case. But the circum- 
stance of their paying equal com rents would not 
really cause any discrepancy in their profits. I 
have supposed that both farmers employ eqtml 
quantities of capital ; but it must be kept in view, 
that, to whatever extent the value of raw produce 
in Middlesex may exceed its value in Yorkshire, 
the value of the capital belonging to the Mid- 
dlesex fieumer must be increased to the same ex- 
tent : and hence it follows, that the increased value 
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or price q£ the produce belonging to the last as pro* 
fits, is no more than equal to the additional value of 
the capital he has employed, and that he is not, con* 
sequently, in any respect in a better situation than 
the other. 

I may here observe, that the author of the Criti- 
cal Dissertation on Value^ * contends, that be- 
cause the value of that com which is raised on lands 
paying rent, is not, after inferior lands are taken 
into cultivation, proportioned to the cost of its pro- 
duction, it is incorrect to represent the value of the 
a^regate quantity of produce raised in a country 
where cultivation has been extended over inferior 
lands, as depending on that principle. But those 
who maintain, that the value of raw products, and of 
all those commoditieswhose quantity can be indefinite* 
ly increased, by the application of fresh capital and 
labour to their production, is regulated and determin- 
ed by the cost of their production, invariably re- 
fer to the quantity of labour required to produce that 
portion of raw produce, or of any required commo- 
dity which is raised under the most unfavourable cir- 
cumstances. ^* The exchangeable value of all com- 
modities," says Mr Ricardo, " whether they be ma- 
nufactured, or the produce of the mines, or the pro- 
duce of land, is always regulated, not by the less 
quantity of labour that will suffice for their produc- 
tion under circumstances highly favourable, and ex- 
clusively enjoyed by those who have peculiar facili- 
ties of production ; but by the greater quantity of 

• p. 194. 



Digitized 



by Google 



286 RENT. 

labour necessarily bestowed on their ^^ochiclion by 
those who have no such facilities ; by those who 
continue to produce them under the most unimvour- 
able circumstances ; meaning*-4)y the most unfa- 
vourable circumstances, the most unfavourable un- 
der which the quantity of produce required/ renders 
it necessary to carry on the production/'* 

This is the sense in which we are always to under- 
stand the proposition diat the vdue of commodi- 
ties depends on the cost of t^ir production^ or 
on the quantity (^ labour required to produce timn, 
and bring them to market. It is not iwant to af* 
firm, that the value of every pairticuiar hat or bushel 
of corn oSered f(»r sale is determine by the quan- 
tity o( labour actually expended ^on iU production: 
What is really meant is, that the vahie of all the 
hats, as of all the com brought to miurket, is d^er* 
mined by a certun standard ; and that this standard 
is the quantity of labour required to produce that hat, 
or that bushel of com, that has been produced with 
the greatest difficulty. 

It is obvious, that no error can arise in estimate 
ing the value of raw produce from supposing it to 
have been wholly raised under the same ciroumstan* 
ces as that portion which is raised by means of 
the capital last applied to the soil : For though por* 
tions of it may have been raised under very difiPer- 
ent circumstances, it is certain, that their value must, 
notwithstanding, be exclusively determined by, and 

* Principles of Political Economy, 3d Edit. p. 60. 
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identical with the value of that which is raised by this 
last applied capital. And hence, when a quantity of 
com is employed as ciqpital in any industrious un« 
dertaking, we are to consider it as being, in fact, 
either the actual product, or the JiiU equivalent of 
the product, of a given quantity of the labour of those 
who raise corn on the worst lands cultivated ; and the 
quantity of labour so wrought up in this capital, or re- 
presented by it, must plainly determine the real va- 
lue of the commodities produced by its agency. 
This principle holds in the case of all commodities 
whose quantity admits of being indefimtely extend- 
ed. On tiracing the exchangeable vidue o£ any ar<^ 
ticle of this description, we shall find that it is de^ 
termined, in all ordinary statea of the market, by the 
quantity of labour actually expended on its produc* 
tiouj if it is produced under the most un&vourable 
circumstances, or that is actually expended on similar 
article produced under these circumstances. 

It being thus e8t{4>Ushed that the circumstance of 
land being appropriated, and rent paid to the land^ 
lords, caanot affect the price of commodities, or make 
any difference whatever on the principle which regu- 
lates their exchsjageable value in the earliest stages 
of society, I proceed, in the next place, to inquire 
into the effects of the accumulation and employment 
of capital, and of variations in the rate of wages on 
the value of commodities. 
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Section VI. 

Effect of the employment of Capital in Production, on the Ex- 
changeable Value of Commodities — Effect of Variations in 
the Rate of Wages on Exchangeable Value— (I.) When Ike 
Capitals employed in Production are of the same degree of 
Durability; and (2.) When they are of different degrees of 
DurabiUiy — Time not to be taken into account in estimating 
Value — A High Rate of Wages does not lay the Commerce 
of a Country under any disadvantage. 

It has been previously shown, that the quantity of 
labour required to produce a commodity, and to bring 
it to market, formed, in the early stages of society, 
and before capital was accumulated, the sole prin- 
ciple by which its excliangeable value was regulated. 
But capital is only another name for all those com- 
moditbs or articles produced by human industry, that 
j^sxk be made directly available, either to the suj^port 
of man, or to the facilitating of pix)duction. It 
is, in fact, nothing more than the accumulated pro- 
JU}ce of anterior labour; and when it is employed 
in the production of commodities, their value must 
plainly be regulated, not by the quantity of immedi- 
ate labour only, but by the total quantity, as well 
of immediate as of accumulated labour, or capi- 
tal, which has been necessarily laid out in their pro- 
duction* Suppose that an individual can, by a day's 
labour, without the assistance of any capital whatever, 
kill a deer ; but that it requires a day's labour to con- 
struct we^^ons necessary to enable him to kill a bea- 

1 
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y^t ^ mother da/a bhour to kill it It is evident, 
s^ppWQg the weapcms to have been rendered useleai 
m hiUkig the heaver, thut one beiiver really took aa 
Qdiieh labour to kill it as was required to k^l two 
deer, and must, therefore* he worth twice as much. 
The durability of the weapous, or of the capital em* 
I^oyed by the beaver huq^r, is obviously an elepsent 
of the greatest irnportanee in estimating the value of 
tiu^ animals killed by him. Had the weapoQ9 been 
more dun^ile than has been suppo^, — ^had they 
served, fw example, to kill twenty beaver? instead <rf 
one, then the quantity of labour reqnired to kill a 
beaver would only have been one^twentie^h more 
than the labour required to kill a deer, and the anl<- 
mals would, of course, have exchanged in that pro- 
portion for each other ; and it is pUin that, wi|h evei^ 
ei^tension of the durability of the weapona, the vf^iie 
of the deer and the beaver would be brought! stiU 
nearer to equality. 

It ai^pears, therefore, inasmuc^h ai capital is no- 
thing but the accumulated produce of anterior la- 
hour* that it$ employment cannot affect the principle 
which makes the exchangeable vdue of commodjtiee 
dependent on the quantities of labour i^equired for > 
their production. A commodity may be altogether 
pwduoed by capital, without the co-ofieration of any 
immediate labwr whatever; and, inaamuch as t\m 
value of this capital is regulated and determined hf 
the quantity of labour required for its production, it 
is obvious, tbiit the value of the irommodities pro- 
duced by its means must at bottom be determined 

T 
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by the same quantity af labour : Ora (knninodity n^y 
be partly produced by capital, and partly by imme- 
diate labour, and then its exchangeiMe value will b^ 
proportioned to the stm of the PwOj or, which is still 
the same thing, to the total quantity of labour be- 
stowed upon it. These principles are almost self-eri- 
dent, and it is not easy to see how they can be made 
the subject of dispute or controversy ; but a consider^- 
able difference of opinion is entertained respecting 
the effects occasioned by the employment of woi^- 
men by capitalists, and by fluctuations in the rate of 
wages, on value. 

It does not, however, seem that there is really 
much room for these differences. Suppose that a 
certain quantity of goods, a pair of stockings for 
example, manufactured by independent workmen, 
freely exchanges for a pair of gloves also manufac- 
tured by independent workmen, they will continue 
to exchange in this proportion, provided the quan- 
tities of labour required for their production continue 
invariable, after the workmen have been employed 
by some master mani^cturer. In the first case'it is 
true, as Dr Smith has observed, that the whole 
goods produced by the workmen belong to them- 
selves, and that, in the second case, they have to 
idiare them with their employers. But it must be 
recollected, that in the first case the capital, or accw- 
mnlated labour, made use of in the production of the 
commodities, belonged to the workmen^ and that, in 
the latter case, it has heenjurnished them hy others. 
ITie question then comes to be, Can the circumstance 
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of kboorerf YoIuntariiV agi^eing to giTO a portion of , 
the commod^mrgTodxiced by thenii as an equwakntf 
or compensation for the adrantage and assistance de- 
riveff trom "thVusc? of the capital, or accumidated la- 
bour of (H;hers, a£ford any ground f6r raising the va-* 
lue of the commodities produced by them ? It is 
evident it cannot, j The profits of capital are only 
another name for the wages of accumulated labour* 
They make a part of the price of every commodity 
in whose production any portion of capital has been 
wasted. But whether this capital belongs to the la* 
bourer himself, or is furnished him by another, is ob- 
viously of no consequence. When the capital does 
not belong to the labourer, the commodities pro- 
duced by him are divided into two specie portion^ 
whereof one is the produce of the immediate labbnr^ 
and the other of the coital, or accumulated labour, 
laid out upon them. But the value of the commo- 
dities will continue constant so long as the same 
quantity of labour is required for their production, 
whether that labour be supplied by one or more indi- 
viduals. A idioemaker who manufactures shoes on his 
own account, must ol^in the same rate of profit on 
their sale, that would accrue to a master shoemaker 
were he employed byhim as a workman. He must not 
only possess a capital adequate to maintain himself 
and his family until his shoes can be disposed of, but 
he must also be able to furnish himself with a work- 
die^ and tools, to advance money to the tanner t6 
pay his leather, smd to provide for various other 
oirtgoings. If he did not, exclusive of the or- 
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dinary wi^es of labour^ realize a ]m^ or eonpen* 
nation for the employmeBt of his capital, equal to die 
profit obtained by the master shoemaker, it would 
obnoudy be for his advants^ to lend it to him, and 
to wotk on his account $ and it is plain, inasmuch as 
bis riioes could not be sold for a higher price tlmn 
those of the capitalist, that he could not realize a 
gmtar profit. 

It i^pean^ therefore, that the circumstance of the 
aecHmulated labour or Capital, and the immediate la- 
bour Inquired to produoe commodities being fumi^ 
ed by di&rent classes of people, does not tSSeicX the 
princi]^ that their exchangeable value depends oti 
the total quantity of labimr required for their pM>- 
duetion. It now only remains to trace the effeet8<^ 
fluctuations in the rate of wages on price. When this 
is doM, the subject will be exhausted. 

To simplify this inquiry, I shall divide it into two 
branch^ : I shall inquire, ^<5^ whether fluctuations 
in the late of wages h«ve any, and, if any, what e& 
foc*s on die relatiTC value of commodities produced 
by iSatM, of capitals of «9«Mr/ degrees of durability ; 
wtydi^secand^ whetim these fluctuations have any, and, 
if any, what e&cts when the capitals employed are of 
tmfftMi/ degrees of durability. 

I. The first branch of this inquiry involves no red 
dificulty. If all classes of capitalists em^oyed 
either fixed or circulating capitals, retumaUe in pie- 
eisely the same periods, or of precisely the same de* 
gree of durabilityt they woidd all be in the vety 
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BsnAt skmtnxh d,vA wwld be equally aiPS^otod by a 
inm or fall of wages. Tbu proposi^Uoii ia ael^vi* 
^ntt and most be assented to by every one* But, 
under these circumstaneest it is plainly impossible 
that a rise or fall of wages could occasion any variation 
in the relative value, or price of commodities* Sup^ 
pose, for example, that a hat produced, wh^n wagesare 
2s. a-day, freely exchanges for a pair of boots ^ and 
let us suppose (liat, from some cause or other, wages 
rise to 3s*, the question is, will this rise of wages af- 
fect the relative value of hats and boots ? It is (4)vioup 
that it couid not The relation of hats to boots could 
not pos^ly be tilfeeted, either by this or by any con* 
ceivable rise or fidl of w«ges« Flucttiiations in the 
sate ttf wages cannot, it must be remembered, be coi^ 
fined to one departn^nt. Competiti(^ wiU always 
elevate or depress their rate in any one trade to the 
eonmon level of others. If wages reidly rise Its. a 
day in the hat trade, they must^ and they certaifily 
wilit unless restrictiye and iiajumus reguhitions inr 
terpose» rise Is. in every other busness. It is pUuiy 
then, that the hatter could not urge the circupastattce 
(tf his being Obliged to pay a greater amount of wages 
to hts workmen, as a reason why the bootmakers 
should give him a greater number of boots in ex«- 
change for the same number of his hats i for the 
bootmaker would have it in his power to reply, and 
would most certainly avail liimadf of that power, that 
the same rise of wages a&eted him to precisely 
the same. extent. If, therefore^ a hirt was previa 
ously wordi or exchanged for a pair of boots, they 
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will continiie to pveserve thii relation to each odier, 
until some variation takes place in the quantities of 
labour required to produce them, and bring them to 
market. So long as these quantities continiie the 
same, wages may rise to a guinea, or they may fall to 
a penny a day, without its being possible for either 
the rise or the £dl to have the slightest efllect cm their 
value. 

But it may perhaps be said, that, though the reh- 
tion which commodities produced by the aid <^ capi- 
tals of equal degrees of duralnlity bear to each Other 
cannot be affected by fluctuations in the rate of wages, 
these fluctuations may notwithstanding nStet their 
price, or their value estimated in money. But if the 
variation in the rate of wages be real and not no- 
minali that is, if the labourer be getting either a 
greater or less proportion of the produce of kU 
industry, or a greater ot less quantity of money of 
invariable value, this will not happen. Money is it- 
self a commodity, whose value depends on the same 
circumstances that determine the value of all other 
commodities. If the mine which sullies the gold 
and silver, of which money is made, be situated 
in the country, then it is clear, that the rise of wages 
that aflfects other producers, will equally affect those 
who are engaged in the production of gold and sil- 
ver : and, if gold and silver be imported from abroad, 
it is equally clear, that no more of them wiil be ob- 
tained in exchange for commodities produced by the 
dearer labour, than was previously obtained for the 
commodities produced by the cheaper labour ; for, i^ 
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jtlme who export commoditiies to foreign countries, 
.and exchange them for the precious metals, were to 
obtain more of such metals after wages rose than pre- 
M^iously, they would be gaining just so much more 
than the common and average rate of profit gained 
.by their neighbours at home, whose competition 
. would speedily and infallibly compel them to give 
the aame quantity of goods produced by the dear la- 
bour, for the same quantity of the precious metals 
that they had obtained previous to the rise in the rate 
oi wages. 

In ihiB statement, it is taken for granted, that 
tJbe value of money has been all the while invari- 
.able ; that is, that the sajne quantity of labour con- 
^tinues necessary to produce the same quantity of it. 
, If the value of money fluctuates, if it becomes either 
, more or less difficult of production, then, undoubt- 
.edly, both the rate of wages, and the price of com- 
modUiies will vary. But they will do so, not because 
the. labourer gets a greater or less amount of wages, 
twt because the value of the commodity^ or standard 
. m wMcb wages and prices are estimated^ has. varied. 
Wages, though most commonly paid in money, really 
. consist of a part of the produce of the industry of the 
..labourer ; consequently, they bear a high real value, 
when the labourer gets a comparatively large share 
of the produce of his industry ; and a low real value 
when he gets a comparatively small share of that pro- 
duce. Instead of being identical with wages esti- 
mated; in money or commodities, real or proportional, 
wages are often lowest when money wages are 
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ia^kiM^&aA ^y at'e oftai mmgattkAmottettfttiiifc 
iioney migetara faUiig, add vice vetsa^ JldA hebo$f 
wk order to mvoid Ming into endlew vomktkn, it k 
wpedfettt, in all iBvettigatiotii kM the dtttaribii. 
tion of eoniinodkie% to connder mget in dfee 
lig^t, of a certaiii proportioii of the produre of ifl- 
di»try)-*^tt beiiig really invariaUe) $0 \imig m thig 
^^oponion oontiiiues unehanged— -m iiavitig redfy 
i«ieii Yiben it is ittcreased, and really fallen wiiett it is 
^tiioinished. 

The mistaking of fluctuations in the rate of money 

waget^ for fluotuatmu in the real rate of ivigei, has 

been the source of much error and misap^heciflion. 

A m$A whose wages are Is. a day^ must get Sa. to 

keep iisem at the same levels i^uld the vahie of 

momey decline a half; and the hat whieh now eels 

f» lOs. must then, for the same reaaen^ asU for SQi. 

It is obviously fiiise, to call this a teal rise^ eilbet- of 

wi^^ or prices: This, holvever^iswhatisgenemtty 

Hdenei. The manu^torer who gives si^qmice a day 

•more to his men, and who sells his goods at a pn>- 

yortio«my higher prtce^ became of a &11 in the rs- 

lative value of iMmey, rsrety siMpects that there fatis 

beein any iuch &11, and almost inwiriably condudes, 

that the rise of wages has been the cause of the liie 

of prices, Overlooking entirdy the real eause of the 

rise of footh-'-4he decline in the value of the money 

or oomiHodky in whtoh wages and prices are eali- 

aaated. 

Even if it were true^ vdiichmaBt certainly it is net, 
that, when money is invariable in value, a rise of 
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vMgbi ^OMuiofied n ^uai m& ixtiStte tnoMy prtcfe 
Ktf* itt i!MiiadditiiS) it would be of no aduntage 
«d tb^^ftt^Man. Commbditied ire always bought, 
^MMir by <Aim eomiiiodities, or by labour, and it 
la ^fthttoi* au]»irftuotta to add, that it ii ipiite im- 
(Misibte tbey ctt eter be bought l>y any tfanif 
else. Of wbat beuefit, then, would it be to a c«- 
]^talitt, a oottxMi«iMiittliii«sturer iSir example, to sell 
hia ^ottotid ^ 10 ^ cent. adtaMt^ wban wagea 
rose 10 pefT «eiit., when he would be obliged 
to gm |uM BO tettoh movie fd* rrery comnuKMy 
f» wbich be had a danwud? When wagea nally 
yiae, the pmduoer» ara in )»redsely the sttoe ^- 
tMatitfn, wheth^ they sell the ^ommoditiea "^kj 
%ave «o spare, and purdiase IhoiMsdieyhaTe ooeastuU 
tdft attl^ir former price, or whetber they tee ail 
luisbd (Hi^rtionalty to the rise of wages. 

Thm ^ineipie tilsy be still farther iHuatratod by 
MppoaiOg thai the q[Mattties of labour required ibr 
the production of every species of coomiodities are 
itt^TMised in eicaetly the aaaoe proportfon: Under 
such circumstances, it is quite oertain, that dueir elc- 
changeable values, as compared with each other, 
^90Mid remiatn unaberod. A bvshel of com would 
AOI^e^ exchange fbr a greater quantity of aoAisKn 
or of bread doth, than it did before the increased ci- 
pence of ^production; butespch would have a greater 
rM/valae, because<eachwouldbethe produce of a great- 
er quantity of labour. Under these circunutances, 
the prices of commodities would remain stationary, 
wlHle the wealth and comfoits of the society would 
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be materially duniniiil^. Every peiwii would haie 
to make greater exertions to obtain a giTen quantky 
of any one commodity ; but as the expence of pro- 
ducing aU commodities is» by the supposition, equal- 
ly increased, it would not be necessary to make any 
greater exertions to obtain one than another, and 
their relative values would be totally unaffected. 

But, if a general and equal increase of the quanti- 
ties of labour required for the production of c<Mnmodi« 
ties cannot alter their relation to one another, it is 
quite obvious that this idation cannot be affected by 
a general and equal increase of the wages paid for 
that labour. Fluctuations in the rate of real wages 
aflfect the proportion in which the produce of indus- 
try, under deduction of rent, is divided between ca- 
pitalists and labourers— diminishing the pn^M^tion 
belonging to the capitalists, when they rise, and in- 
creasing it when they fall. But as these changes in the 
distribution of commodities neither add to, nor take 
from the quantity of labour required to produce them 
and bring them to maricet,>they cannot a&ct either 
dieir real or exchangeable value. 

II. The ailments now brought forward, to ^how 
the impossibility of fluctuations in the rate of wages, 
aflfecting the exchangeable value of commodities pro- 
duced by capitals of the same durability, were fii^t ad- 
vanced by Mr Ricardo. He, too, was the first who 
endeavoured to analyze and discover the ^ects of 
fluctuations in the rate of wages on the value of com- 
modities, when the c^tals employed in their produc- 
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tim were no/ of <te some degree of ditndl»i^ Hie 
nesalta of his researches in this most difficult bnmsh 
of the sdbnce were s^ill more impcHrtant, and more 
-coB^letely at variance wkh the universally recdved 
opinions of pdiftical economists : For, Mx Bicardo 
has not only shown thtH; it is impossible for any rise 
of wi^es to raise the price of all commodities ; but 
he has fdso diown, that in many oees a rise of wages 
pecessarily lei^s to a Jkll of prices^ and a fall of 
wages to a rise of prices ! 

It must be admitted, that this preposition certain- 
ly appears, when first stated, not a little paradoxical. 
The puradox, however, is altogether in appearance. 
On s^erting to the means by which certain classes 
erf* commodities are produced, it will immediately be 
seen, that no proposition can, af^mr^^itly, be more 
reasonable, or consistent with probability ; and it may 
be very easily shown that there is none more certain. 

Some commodities are almost exclusively the pro- 
duct of aecmnulated labour, or capital, and others of 
the immediate labour of man« Nearly the whole of 
the first class will, coasequ^itly, bel<mg to the capi- 
talist, and the ktter to the labourer. Suppose a ma- 
nufacturer has a machine worth L. 20,000, endued 
with a high degree of duratnlity, and which can ma- 
nufacture commodities without the assistance of any, 
or with but very little mimual labour In this case, 
it is quite clear that the goods produced by the ma- 
chine really form the profits of the capital invested in 
it ; and their value in exchange, or their prke rated 
in money, must,, therefore, vary with every variation 
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in the rate of profit. IFfrofite «e at 10 per cmL, 
timi the gioods annialiy produced bjr the medmie 
muet, roi^KXHiii; monej to be praduoed imder the 
nme circumstaQOtt, tell for L. 8000» with a tamll 
addhianal aim to cover the wesr and tear of the cb- 
gine : J%otild profits rise to Iff per ceDt*i the ptke 
ef the goods produced by the mKhine muat rite to 
L. 8000, for otherwise the manufiictarer imuld not 
obtaiti the common and average rate of profit : And 
if, on the other hand, profits should fidi to £ per cent*, 
the price of the goods must, for the same reason,, fall 
to L^ 1000. I^ therefore, it oan be diown» that a 
jam of wi^s raduees the rate of profitsi it aecesaam- 
hf follows that it must also reduce the exchangeable 
wdue and price of all such conunadittes as are cluefly 
prodoced by nmohinery, or fixed capital of a conaidar- 
able dtgeee of dundulity, or by circulatiag oapitab 
ntttmaUe at dsstaat periods, and vhe vena^ 

Now, it is easy to diew Aat, so lang as so varia- 
tion tidLCs place in die ^pumtity of laboar required 
6x the producticm of commodities,^ every riee of 
m&g^ must reduce profits^ and must, thereforei. n- 
iuce the exchai^eable value of those commoditjes 
which bav^e been chiefly produced by the aid of fii^^ 
capital or machinery. It is plain, from what has been 
prevbudy stid;ed, that to whatever extent wagee tmt 
it must be impossible for any set of producers, whe- 
ther the capitals employed by them are jreturnabie in 



* I%e veason fbr this linitation will be sulisequently ex- 
plained. 
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^dMfs a week, a yev, or a hundred yean^ ta obtain 
a bifer diare of t^eeommo^Hiet producaed bjr otlwva 
of (4i^ Mine class — diatis, whose oapitalt em votuipn* 
dblct in oqnal periods witli their own. This is Just as 
absohiteljr impossible as it is to change t^ relation of 
proportional nnmbers by multiplying or dividing thsm 
all by the $ante number ; and, therefore, it is perfaet* 
hjf oeitain that a rise of wages eannot raise the niae 
of aby one commodity as oompased with all other 
eonnmdkies. But, if it cannot do this, it nnist 
universally lower profits. Suppose wages rise tft 
pfer cent. : Assureclly that rise will not ensUo 
those manufaeturers, who employ the ftwest la« 
bourers in proportion to their capital, to obtain any 
larger share of the products belonging to those oapi« 
taKsts who are placed under similar circumstance^^ 
that is, who employ equal quantities of machinery 
and labour, and stiU less of those who Uy out a lar« 
ger portion of tfaeur capital in the payment of wages* 
It is clear, 'therefore, that the profits of themanu&e* 
turers in question, and, consequently, the profits of 
aU odier produiterB whateTer must be reduced by this 
rise of wages } and whenever this reduction takes 
l^ace, the exchangeable value of the commodities, 
produced chiefly by the aid of fixed capital or ma- 
chinery, will be diminisbed, as compared with those 
produced cliiefiy by the hand. 

Suppose that the numbers 1, 4, 3, 4, £, ^ 7i ^ 
9, 10, 11, ftc. represent the various capitids, classed 
according to the respective degrees of their ave« 
rsge durability, employed in this or any other 
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eottBtry ; tint No. 1 represents thtt dass of eapitib 
which are wholly employed in the paym^it of wi^ss^ 
sad whieh are most speedily oonsiuned sad repro^ 
duoedt No. S, that class which is next in durability, 
and so on until we come to No* 11, which repesente 
that class of ci^itals which chiefly conost of highly 
durabb machinery, and which are longest in being 
consumed and reproduced. Let us fiurther suppose, 
that the commodities produced by the agency of 
these capitals are all yielding the same common and 
average rate of profit to their proifneUin, and let us 
endeayour to discover what would, under these eir- 
cumstances, be the effi^^ of fluctuations in the rate of 
wages on the value of commodities. If wages rise, it 
is plain that the holders of the least durable capitals 
(No. 1,) who may be supposed to use no machinery, 
will be mm*e affected by the rise than the holders of 
the second class (No. S,) who may be supposed to em- 
]4oy some little machinery, and these again more than 
the holders of the third class (No. 3,) md so on till 
we ccmie to the holders of the capital of the highest 
degree of durability (No. 11,) which may be su^iosed 
to consist almost wholly of very durable machinery, 
and who will, on that account, be c(»nparatively but 
little affected by the rise. Suppose, now, to illus* 
trate the principle, that wages have so risen that the 
increased rate paid by the proprietors of the most dur^^ 
able capitals to the few labourers they em]4oy^— for 
they cannot posably avoid employing a few to superin- 
tend tbdr machinery*— has had the effect to reduce 
their profits one per cent. : There is deviously no 
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mode in which these capitalistB can indemnify tbem- 
sehes for this fall of profits ; for, as they employ the 
fewest labourers, they are least of all affected by the 
rise of wages ; the profits of all other capitdists 
being more reduced than theirs in proportion to the 
greater number of labourers they employ. Thus, sup- 
posing the proprietors of the most durable capitals, 
or of No. 11, to employ a certain number of labour- 
ers in proportion to their capital, the proprietors of the 
next class, or of No. 10, to employ twice that number, 
and those of No. 9) three times that number, and so 
on ; then, on the hypothesis that the rise of wages has 
reduced the profits of the most durable capitals, or 
No. 11, one per cent, it will have reduced those of 
No. 10, two per cent., those of No. 9, three per cent, 
and so on till we come to the least durable class. 
No. 1, whose profits will be reduced eleven percent/ 
It is plain, however, that this discrepancy in the rate 
of profit must be of very temporary duration. For the 
undertakers of those businesses, in which either the 
whole or the greater portion of the capital is laid 
out in paying the wages of labour, observing that 
dieir neighbours, who have laid out the greater 
portion of their ci^ital on machinery, are less af- 
fected by the rise of wages, will immediately be- 
gin to withdraw from their own businesses, and to 
engage in those that are' more lucrative. The class 
of commodities produced by the most durable capi* 
tals, Nos. 7f 8, 9, 10, Ac will, therefore, become re- 
dundant , as compared with those produced by the 
least durable capitals, Nos. 1, fS, 3, 4, &c. ; and this 
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iaeveos^ oa the one baiid» mi dtnmutiQii on tJm 
ether, will bsFe the efi&ct to gink the value of the 
eommoditiea produced by the wo^t tkuraUe capitele 
u compered with tho$e produced by the tMst dura^ 
ik oepitals ; or, which is the aame things to raise tibe 
value of the latter compared with the fonner^ till 
they all yield the same rate of profit 

The claas of commodities produced by capital of 
the m^um degree of durability, or by No^ 6, would 
pot be a0ected by the rise ; for, whatever they lost 
in exchangeable value, as compared with the oommot 
dities produced by the leii durable eapit«di^ they 
would gwi as compared with those prcduced by the 
more durable capitals. 

It has, however^ been extended, that though the 
equalization in the rate of profit now alluded to 
mi^t be efiected by the destruction of a portion of 
the less durable capital, or by the comparatively 
great accumulations that would henceforth be made 
by the holders of the more durable capitals, who 
were but little affected by the riae of wag^, it owdd 
net be effected by such a transference of capital from 
the one class of businesses to the other as has been 
supposed : For it is said, that the fixed stodc^ or 
nmcbinery, belonging to the holders of the capttals 
of the greatest degree of duzability, being itaelf the 
l^oduee of labour, it would not be possiUe to dtittm 
this machinery at its former price after wages rose, 
so that the profits of the existing bonders of Nos. 
7> 8, 9, &c» could not be beat down to a common level 
with those of the holders of the less durable cai> 
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pitak by an influx: of new compefckors. But it 
k easy to see tliat this objection i& aot tena^ 
tie. Suppose^ which is the stroi^est case for die 
argument I am combating, that the machines, fae^ 
longing to the capitalists of the class No* 11, are the 
produog of the labourers employed by the capitalists 
of the class No. 1 • When wages rise, it is erident the 
machini^ and other commodities produced by No. 1, 
cannot rise in value^ as compared with money, or 
any other commodity produced under different cir- 
cumfitances, until they are diminished^ or the others 
increased in quantity* And hence, there are two 
very sufficient reasons why the producers of the 
machines should not be disposed to sell them 
after wages rise ; for, in die ^first place, if they 
sell them, they will obtfun ho higher {nrice for 
them than they obtained beftHre the rise ; and, in 
the Becond [dace, as thd more lucrative businesses, 
or those that are least affiscted by the rise of wages, 
can only be carried on by means of machinery, they 
could not, if they sold the lAachines, tran^r dr- 
eulating capital to than, bvt would be compiled 
to continue in those businesses that had bectnne 
relatively disadvantageous. Instead, therefore, of 
selling the machines, a large prop(»tion of their , 
producers would be induced to emj^oy them in 
the businesses for which they were intended ; and 
would tiius come into competition with the existing 
holders of the capitals Nos. 7> 89 9$ 10, &c. exactly 
on the same footing that they stand, or with ma- 
chines that have cost exactly the same price as theirs ; 

u 
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nor would this transference of capital cease until the 
quantity of the commodities produced on the least 
durable side of the scale, had been so much dimi- 
nished, and their value so much increased, as compar- 
ed with those produced on the more durable side, 
that they were all brought to yield the same common 
and average rate of profit. 

If wages, instead of rising, had fallen, the oppo- 
site effects would have been produced. The holders 
of the capitals Nos. 1, 2, 3, &c. who employ a com- 
paratively large proportion of labourers, deriving a 
greater advantage from the fall of wages than the 
holders of the capitals Nos. 7> 8, 9, &c. their profits 
would be raised above the level of the latter. In 
consequence, capital would begin to move from those 
businesses that employed the fewest to those that 
employed the greatest number of labourers ; and the 
indestructible equilibrium of profit would be restored 
by an increase of the exchangeable value of the com- 
modities produced by the most durable, as compared 
with those produced by the least durable capitals. 

It is abundantly certain, therefore, that no rise of 
wages can ever occasion a general rise of prices, and 
no fall of wages a general fall of prices ; but, sup* 
posing the productiveness of industry, or the quan- 
tity of labour required to produce commodities to 
remain the same, a rise of wages, instead of occasion- 
ing a general rise of prices, will have the effect to 
occasion a general fall of profits j and a fall of wages> 
ini^ead of reducing prices, will occasion a general 
rise of prc^ts. Owing, however, to the difierent 
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and ever varying d^ees of the durability of the 
machinery^ or fixed capital, employed in the produc- 
tion of commodities, and the varying relation which 
the portion of capital laid out in wages, or in the 
pay of immediate labour, bears to the whole capital 
fmployed, it is rather difficult to determine, dprioru 
the precise extent to which any given fluctuation in 
the rate of wages will affect the rate of profit, and 
the exchabgeable value of commodities* But, when 
due pains are taken, this may be always done : and 
the following three cases will briefly, and, I hope, 
satisfactorily elucidate the manner in which fluctua- 
tions in the rate of wages always operate, and the 
method to be followed in estimating their influence 
on profits and prices : 

!• If all commodities were produced by immedi- 
ate labour, or by capital employed in the payment of 
wag^s, it is obvious that every rise of wages would 
cause an equal fall of profits. A capitalist who em- 
ployed L. 1000 in the payment of wages, must, if 
profits were at 10 per cent., sell the commodities for 
L. 1100. But when wages rise 5 per cent,, or to 
L. 1050, he would not be able to sell his commodi- 
ties for more than L.l 100 'jfor money is itself a com- 
modity , and aSy hy the supposition^ all commodities 
are produced by immediate labour^ the rise of wages 
would affect the producers of money to the very same 
degree that it affected all other producers. In this 
case, therefore, it is plain every rise of wages will 
equally sink profits, and every fall of wages will 
equally raise them. 
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iflf fMdibte labour » and the other haffhy capital^ }^ 
ita wtould only £iU to half the extent that wagea rdae« 
Suppose a eapitalist etnploys L. 500 in the payinMt 
of tvttgeS) and L. 500 as a fixed capital^ when ptofitd 
are at 10 per cent*) the commodities produced m^iti 
aa before^ sell for L^lioa If wagea roae 5 per t^tA., 
the oapitalist would have to pay L, tt5 as wag^ 
Md would, consequently^ only retain IjJJS as profits. 
In this case, therefore, a rise of wages to the extrat 
of 5 per cent, would, because of the employment of 
equal quantities of capital and immediate labour in 
the production of commodities, only sink profits ^ 
per cent. 

3. If all commodities were produced by capital of 
a high degree of durability, the capitalists, it is ob« 
viouS) would not be at all a£Pected by a rise of wages, 
abd profits would^ c^ccurse» continue as before* 

Now, suppose that commodities, instead of being 
wholly produced either by immediate labour, as in 
the first case^ or wholly by equal quantities of im- 
niediate labour and of capital, as in the second, or 
wholly by fixed capital as in the third, are partly 
produced in the one mode, and partly in the other, 
dnd let us see what effect this increase of 5 per cent 
iti the ttite of wages would have on their relative 
takes. To facilitate this inquiry, let us distin- 
guish these three descriptions of commodities by the 
Nos« 1) S, and 3. Now, it is quite evident that the 
rise of wages has affected No, 1 9^ per cent, more 
than it has affected No. 2, and 5 per cent, more 

1 
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than ii*h8s affixsted No« 3. No* 1 wust, therefore, 
as compared with No. 9, ha^e riaep ^^ per cent, lA 
exehangeable value, and ai eompared wiUi No. 3, it 
must haye risen 5 per cent* ; No, 9 must have fallen 
3^ per oent as compared with No, 1, and ri$en S^ 
per cent, as compared with No. 3 ; and No 3 must 
have fallen 5 per nent as eompared with No* 1, «o4 
2^ per cent, as compared with No. ^ If wage^i in^ 
stead of rising, had fallen, the same effects woqld ob« 
viously have been produced, but in a reversed order^ 
The proprietors of the commodities of the class No. 
1 would gain S p^r cent, by the ^1 ; tho$e 'Qf No. 8 
would gain 9^ per cent., and those of No 3 nothing i 
and the relative values of these commoditica would 
be adjusted accordingly. * 

Thus, then, it appears, inasmuch as any commo^ 
dity taken for a standard by which to estimate the 
relative values of other commodities, must itaelf be 
produced by capital returnable in a certain period, 
that when wages rise^ ell commodities produced bg^ 
LESS durabb capitals than those which produce the 
cemmodittf taken for a standard^ will rise in ejh 
changeable value, and all those produced by uoM 
dwrable capitals will Jail ; and conversely whm 
wages are reduced. Suppose, as before, that the 
Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, and 11, represent 
eapitals of corresponding de^eea of durability. If a 

* The examples here given are substantially the same with 
thoie given bj Mr Mill. Elements of folUiml Ecorumy, Sd 
Edit. p. 103. 
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commodity produced by the least durable capital/ 
No* 1, and which may be supposed to be wholly em^ 
ployed in the payment of wages, be taken for a standi 
ard, all commodities whatCTer, produced by the other 
and more durable capitals would Jail in value when 
wages rose ; and if we suppose those produced by 
No. 2 to decline 1 per cent., those produced by No; 
3 would decline 2 per cent., those produced by No. 
4, S per cent., and so on until we arriTe at No. 11, 
which will have fallen 10 per cent. If, on the other 
hand, a commodity, produced by the most durable 
capital. No. 11, and which may be supposed to con- 
sist wholly of highly durable machinery, be made the 
standard, when wages rise, all the commodities pro- 
duced by the other less durable capitals would also 
rise ; and if those produced by No. 10 rose 1 per 
cent., those produced by No. 9 would rise 2 per cent, 
and those produced by No. 1, 10 per cent. If a com- 
modity, produced by a capital of the medium degree 
of durability, as No. 6, and which may be supposed to 
. consist half of circulating capital employed in the pay- 
ment of wages, and half of fixed capital or machin- 
ery, be taken as a standard, the commodities pro- 
duced by the less durable capitals, Nos. 5, 4, 3, 2, and 
1, will rise with a rise of wages, on the former hypo- 
thesis, the first, or No..5, 1 per cent, the second, or 
No. *, 2 per cent, &c. j wliile those produced by the 
more durable capitals, Nos. 7, 8, 9, 10, and 11, wiH 
fall^ the first, or No. 7f 1 per cent., the second, or 
No. 8, 2 per cent., &c. exactly the rcTerse of the 
other. 
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Hence it is obvious that the e£fect which variatioiis 
in the rate of wages have on price will principally 
depend on the nature of the capital employed in the 
production of gold or silver. Whatever may be the 
proportions of circulating capital appropriated to the 
payment of wages, and of fixed capital employed in 
the production of the material of which money is 
made, all those commodities which are produced by 
the agency of a greater quantity of circulating capi- 
tal, and with less fixed capital or machinery, will rise 
when wages rise, and fall when wages fall ; but those 
that are produced by the agency of a less quaiitity of 
circulating capital, and with more fixed capital or 
machinery, will fall when wages rise, and rise when 
wages Mli while those that are produced in nearly the 
same circumstances, or by the agency of the same 
quMtities of circulating and fixed capital as money, 
will not be affected by these fluctuations. 

It should be observed, however, that the varia- 
ticHis in the exchangeable value of most commodities, 
mused by variations in the rate of wages, are confin- 
ed within comparatively narrow limits. We have al* 
ready seen that, if all commodities were either pro- 
duced wholly by immediate labour, or wholly by capi- 
tal, or wholly by equal quantiues of both, no varia- 
tion in the rate of wages could have any effect on the 
value of commodities. But, in point of fact, a very 
large class of commodities are produced by means of 
nearly equal portions of fixed and circulating capital ; 
and as every rise of proportional w^es that may take 
place must, under 43uch circumstances, be balanced 
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titlierfa]rafaUiiilheratoofpit)fitorliyapit^^ 
inorease m the pro^ctivenesa of mdastry, it is evi- 
deBt that the Wne of the commoditi^ in ^ueation, 
•i compAred with each other, would renmia aeariy 
ititf ionary. Although, therefore, a rise of wages Ism 
a neceaaary tendency to raise the exchangeable value 
of oneolassof eommodttiefiband,eonsequently, to lowor 
that of anoAh^ class, the fall of prc^ti^ which must 
inevitably follow every rise of wages that is not ae- 
campanied by an ineteased productiveness of indus- 
try, has a contrary e&et, and tends to sink the value 
of the commodities which the increased rate of wages 
would raise, and to elevate the value of those whicfa 
the same increased rate would sink. And it is <uily 
in the extreme cases, or in the ease of the commodi- 
ties produced afanort wholly by direct manual labour, 
pa the one hand, or in that of those produced almost 
wholly by the aid of fixed capital or nuu^hinery^ on 
the other^ that a variation in the rate of wages occa- 
sions a eonsidendhle variation in their relative values. 
It must alfio be observed, that thou^ fluctuations 
in the rate of wages occasion some variation in the 
exchangeable value of particular commodities, they 
neither add to nor take from the to^ value of the 
entire ma3s of commodities* If they increase the va- 
lue of those produced by the least durable caf^italst 
they equally diminish the value of those prochiced by 
the more durable capitals. Their aggreg{rf:e value 
continues, tber^[Mr6, always the same. And thcAigh 
it may not be strictly true, of a particular ccowrai&y, 
that its exdhiangeable value is directly as its reeil var 
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ke, oriut the quantity qflnbour requiro^ to prodooe it 
and bring it to mai^et, it is moat tnie to aQ^nn tbis 
of th# mass of commodities taken tc^fether* 

The principles I have now en^eavourocl U> uofokl 
and elucidate are subatautially the same with those 
advanced by Mr Ricardo : But Mr Rieardo waa in- 
clined to modify hig grand principle, that tho exr 
changeable value of commodities d^nded on the 
quantity of labour required ibr their prpduotion, so 
£u: aa to allow that the additional ej^changeable value 
timt is sometimes givin to commodities by keeping 
them after they have been purchased or produced, 
until they become fit to be used, was not to be 
cionakiered as the e%ct of labour, but as an equi- 
valent for the profits the capital laid out on the 
commodities would have yielded had it been actually 
employed. I confess, however, notwithstanding 
the heaitation I cannot but feel in differing from 90 
gfeat an authority, that I see no good reason for 
making this exception. Suppose, to illustrate the 
l^rindiple, that a cask of new wine, which cost L. ^0, 
is put into a cellar, and that, at the end of twelve 
months, it is worth L. 56^ the question is — ^Whether 
ought the L.5 of additional value, given to the wine, 
be considered as a compensation for the tkne the 
L. 50 worth of capital has been locked up, or ought 
it to be considered as the value of additional labour 
actually laid out on the wine? X think, that it 
ought to be consider^ in the latter point of view, and 
for this, as it appears to me, most satis&ctory and con- 
clusive reason, that if we keep a commodity, as a cask 
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of wine, idiich has not arrived at maturity, and im 
which, tlierefore, a change or effect is to be pro* 
ducedf it will be possessed of additional value at a 
year's end ; whereas, had we kept a cask of wine, or 
any other commodity, which had already arrived M 
maturity^ and op which no beneficial or desiraUe 
change could be produced, for a hundred or a tbo«» 
sand years, it would not have been worth a single ad- 
ditional farthing. This seems to prove incontro- 
▼ertibly, that the additional value, acquired by the 
wine during the period it has been kept in the cellar, 
Js not a compensation or return for time, but for the 
eflPect or change that has been produced on it. Time 
I cannot of itself produce any effect ; it merely affords 
i space for really efficient causes to operate, and it is 
1 therefore clear it can have nothing to do with value* 
Still better to illustrate this proposition, let us 
suppose that an indiridual has two capitals, one con^ 
sisting of a thousand pounds worth of new waie, 
and the other consisting of nine hundred pounds 
worth of leather, and one hundred pounds worth of 
money : Suppose now, that the wine is put into a 
cellar, and that the L. 100 is paid to a shoemakw, 
who is employed to convert the leather into shoe& 
At the end of a year, this capitalist will have two 
equivalent values, perhaps K 1,100 worth of wine, 
and L. 1 ,100 worth of shoes. Now, if the increased 
value given to these capitals be a consequence of the 
change or effbct that has been operated on them, and 
that it is so, is evident from the fact, that if either the 
leather or the wine had been found at the end x>f the 
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year iii tlie same state it was in at its eamm^nce* 
ment, it would hare had no additional value, are we 
not entitled to affirm that this additional value has 
been given to these capitals by the operation of 
agents, which it required equal capitals to set in mo- 
tion, and furnish with materials whereon to operate, 
and that, consequently, both shoes and wine are the 
result of equal quantities of labour ? 

If it should be objected that the cases in ques- 
tion are not paraliel-^that there is L.100 worth 
of labour laid out on the shoes, and that there 
is no labour laid out on the wine, I answer, that 
the diflference is not real but apparent, and thtit, 
in truth and reality, there is exactly the same 
amount of labour expended on both. In point of 
fact, all that is done in either case is to chknge the 
form of equal capitals — to transmute, if I mdy so 
speak, a certain amount of capital through the me- 
dium of human hands into shoes, and to transmute an 
equal amount of capital, through the medium of na** 
tural powers, into wine fit for drinking. The employ- 
er of the shoemaker paid him his L. 100 of wt^es, not 
in the expectation that he was to lay out these wages,, 
in addition to the labour of his hands, on his shoefs ^ 
but that he might lay out the wages on himself, and 
give him his labour as an equivalent for them. On 
the one hand, therefore, the shoes were produced by 
nine'tenths of accumulated labour or capital, and one- 
tenth of immediate labour, while, on the other, the 
'wine was wholly produced by means of capital. The 
object which the owner of the leather had in view 
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to omvert a eeitain amouiil of Qipitd into $b^ 
and, to aeeonpliih it, it was neeeiiaiy that ho should 
exdumge anCftmih of it for an equivalent amount of 
tiie immedkite labour of ahoemakenu In the produen 
tioB of the wine, this exchange of capital for h^ioar 
vas not noceisary ; the effett which h«d, in the tot 
case, been [nrodueed by the agency of man» being, in 
the second case, pmduced by the agency of the pro^ 
ceases which nature herself carried on in the caiEiks* 
It is clear, therefore, that no greats quantity of la- 
bour was required to produce the shocks than to pro^ 
I duce the wine. Different agenU were employed, to 
conyert the capital iuto the finished produce, but that 
was all. The quantity of capital which set the9e 
agents in motion, and on which they operated clS^cts, 
was, in both cases, ei^actly the same^ and, oonse^ 
quently, both products were brought into existmoe 
by the same quantity of labour. 

When a commodity is either wholly or partly proK 
dnced by means of a machine, every me allows 
that the value communicated to it by its operationa 
is derived entirely from l^ixmr; and 'yet, there 
is not at bottom a shadow of differenoe ii^ the 
nature of the operations ejected by ih& aid of maehi- 
nery, from those of fermentation, and the other pro« 
cesses carried on inside a cad^, except that they aie 
visible to the eye, and that the others are not. 

The case of timber affords a still better e^^mple 
of the universal applicability oi this doctrioe* Whw 
a tree grows naturally upon land which is not occu- 
pied, ks value (rfiiviously depends on the labour 
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re^t^ to eut it down. Bttt> wdudiog tbe con- 
sidh^tatioti d* r^t, tb^ ^yment of which would (m\y 
e^Ude ft differe«it divisioii of the tree without aiding 
it* value, let un toi^)[N»e thttt a tree which k now 
worth L.d5, or L.dO, was planted a hundred years ago 
at an etpence of oiie fthillingi it may be easily shown, 
thAt the present value of the tree is owing entirely to 
the quantity oflabour laid out upon it« A tree is at 
once a piece of timber, and a )fiachine for manufiKN 
turing timber ', and though the original cost of this 
machine be but smtill, yet, as it is not liaUe to wftste 
or decay, the c&pital vested in it will, at the end of a 
distant period, h^ve operated a consideraUe eflk^t, 
or, in other words, have produced a considerable va« . 
tue. It we suppose that a machine, whi^h cost only one 
shilling, had been invented a hundred years since } 
that this machine was indestructible, and, eonse^ 
quently, required no repairs ; and that it had, all the 
while, been employed in the weaving of a quantity 
of yarn, gratuitously produced by nature, which witt 
only now finished, this cloth might now be worth 
lj.ks or L.50 ; but, whatever value it may beposses^^ 
sed of, it is evident it must have derived it entirely 
from the continued agency of the machine, or, in other 
words, from the quantity of labour expended on its 
production. This, however, i^ just the same case, in 
point of principle, as that of the tree. The capital em- 
ployed in the timber-making machine was small ; but 
the great length of time during which it was em- 
ployed, enabled it to produce a powerfiil efifect, and 
has, therefore, given a high value to its produce. 
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Time is not, therefore, to be taken into accoui^ 
in estimating the vahie of commodities, except only 
when it may be necessary to refer to it, in order to 
ascertain the quantities of labour required for their 
|»roduction. If the capitals be equal, and the times in 
which the effects, or changes, operated by their means 
are different, it is at once a proof that a greater quan- 
tity of labour has been required to produce the one ef- 
fect than the other, and an exponent of that greater 
quantity-^n the same way as we justly say, that 
twice the quantity of labour is expended on a com- 
modity which can only be produced by a workman in 
a month, that is expended on one which he can 
produce in a fortnight. If it requires L.IOOO worth 
of capital, or apcumulated labour, to collect the ma- 
terials, and to set and keep the muscles of the ma- 
sons in motion who are to build a house, and if it al- 
so requires L.1000 worth of capital to collect the 
fluid, and to set and keep fermentation and the other 
j^ocesses in motion that are required to produce 
a given quantity of wine, then it is plain, in the 
event of the house and the wine being produced in 
the same time^ that they are the produce of equal 
quantities of labour ; and it is also plain, in the event 
of their requiring different times for their produc-* 
tion, that it can only be because different quantities 
of labour are required for that purpose* 

Besides the objeciion now stated, it has been con- 

\ tended by Colonel Torrens, in his valuable work On 

\ the Production of ^ea/;A,in opposition to the theory 

i I have been endeavouring to establish, that, after ca- 
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pitai has been accumulated, the relative or exchange* | 
able value of commodities is no longer, as in the early 1 
stages of society, determined by the total quantities of I 
labour required to bring them to market, but by the/ | 
quantities of capital required for that purpose. Ai 
bottom, however, this theory is precisely the same as\ 
that just explained. Capital is. nothing but they 
accumulated produce of anterior labour; and its 
value, like the value of everything else, is to be es- 
timated by the quantity of that labour required j 
to procure it. In this respect, too, there is no diN . 
ference, as has been already shown, between labour- ^ 
ers and any other species of machines. A labourer . 
is himself a portion of the national capital ; and is to 
be considered, in all investigations of this sort, mere- 
ly as a machine which it has required a certain quan- 
tity of labour to construct : The wages earned by the 
labourer are no more than a fair remuneration for 
the labour performed by him, or, if I may aro speak, 
they yield only the common and ordinary rate of pro- 
fit to the proprietors of the machine calledman, exclu- 
sive of a sum to replace the wear and tear of the nja- 
chines, or, which is the same thing, to supply the 
place of the old and decayed labourers with new ones. 
Whether, therefore, a commodity has been produced 
by the expenditure of a capital which it cost a certain 
quantity of the labour of man to provide, or whe- 
ther it has been immediately produced by the ex- 
penditure of that quantity of labour directly upon it, 
is of no moment. In either case, it is produced by 
.exactly the same amount of labour, or, if it should 



Digitized 



by Google 



8£0 HIGH WAOtJ HOT 

te deemed a better phras6, of capital* Tbere is^ m 
truth, no substantial difference between the labour of 
man and of machinery* Men are themselves ci^- 
tal ; — they are the product of anterior labour, jast 
as much as the tools or engines with which they per*- 
fbrm their tasks : And to say that the exchangeatd^ 
Talue of commodities depends on the quantities of 
capital expended on their production, is not to con^ 
tradict, but is^ in &ct, only another way of express 
sing the identical proposition I have been endea- 
vouring to illustrate^ 

Many practical conclusions of great interest and 
importance may be deduced from the principles ^- 
veloped in this section. It had, for example, been 
long and universally supposed, that a country where 
Wages are comparatively low would be able, provided 
it possessed the same facilities for the production erf* 
commodities, to undersell all other countries in maN 
kets equally accessible to all parties. But, the princi- 
ples now laid down show the fkllacy of this opinioti. 
Suppose, to exemplify the mode in which variations 
in the rate of wages really afifect foreign commerce, 
that England and France have equal facilities for 
producing all sotts of commodities, and that the rate 
of wages is equal in both countries ; and let ihe fol- 
lowing numbers represent the different classes of a^ 
pital, ranged according to the different degrees of 
their durability, employed in production in En^and 
and France, viz. 

Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, &c. England. 

Nos. 1', 2', S', 4', 5', 6', 7\ 8', 9', 10', 11', &c. 
France. 
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NoWy as the two countries are supposed to have 
equal facilities of production, and as the rate of 
wnges in them both is also supposed to be the same, 
the commodities produced by each will sell equally 
well in any third market, as in that of the United 
States, equally open to both: But, suppose that, 
while wages continue stationary in France they rise 
in £ngland, and mark the result* All that class 
of commodities produced in England by the capi- 
tals Nos. 7> 8, 9, 10, &c. which are above the me* 
dium degree of. durability, and may be supposed 
to consist chiefly of machinery, will fall, while those 
produced by the less durable capitals Nos. 1, 2, 3, 4, 
&c. will rise. The former will not, however, fall only 
in relation to other commodities produced in Eng- 
land by less durable capitals, but they will also Jail in 
relation to the commodities produced in France by 
the corresponding and equally durable capitals Nos, 
7', 8', 9', 10', &c. ; while the latter, or the commodi- 
ties produced in England by the capitals Nos. 1, S, 3, 
4, &c. will rise in value as compared with the commodi- 
ties produced in France by the corresponding capitals, 
Nos. 1', 3', 3', 4', &c. The merchants of England 
and France will, therefore, no longer come into the 
American market on the same terms as formerly ; 
for England will now have a decided advantage 
over France in the production and sale of those 
commodities that are produced chiefly by machinery, ^ 
while France will, on her part, have an equally de- 
cided advantage over England in the production 
and sale of those commodities that are chiefly the 
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direct produce of the hand. And Buch^ in pomt of 
fiict, is actually the case. The bulk of our exports 
constits of cotton goods and other ^oducts of ma^ 
chinery ; whereas the bulk of the exports of France 
consists of the productions of her soil, and oi 
jewellery and fancy articles, principally the product 
of manual labour. It is, therefcnre, quite idle to si^ 
pose that a rise of wages can ever be £ital to the fo* 
reign commerce of a country. It may, indeed, 
turn it into new channels, but that is all it can do. 
li^ on the one hand, it raises the ralue of certain de« 
SKHiptioDS of commodities, and cheeks their exporta* 
tion, on the other hand, it proportionally lowers the 
value of other descripticms, and fits them the hetber 
for the foreign market. 

It appears, therefore, that instead of our high 
wages laying our cotton manu&cturers under any 
d&aadwuEitage in the sale of their goods as cosh 
pared with their continental competitors, their ef- 
fect is distinctly the reverse. The high wages 
we pay to our workmen cause law profits ; and 
as the principal part of the value of cottons and 
other commodities chiefly produced by the i^ency 
oi madiinery, consists of profits, it must be cbmpa* 
ratively bw where wages are high. Su^ose, tat 
tvamide, that two highly durable machines, of equal 
power and goodness^ and which can manu&cture 
commodities with but little manual labour, are ereet- 
ed, the one in France and tlie other in England : 
If the madiines cost L« SO^OOO each, and if the rate 
of profit in France is sevm and in England five per 
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cent the goods produped by the French maehine 
would have to sell for L. 1,400, whereas those proi 
duced by the English machine wodid <m\j sdU Ibc 
L.1 ,000. It should also be observed^ inawiucsh m one 
deaciiption of machiDery is for the most piurt largely 
employed in the prodaoti<m of another, that it is 
most probable^ in the event of one of the machines 
being made in Enghnd and the other in France^ that 
the English one would not cost so much as L. S0,000| 
and that its produce m^ht on that account be sold 
under L. 1000. Independently^ however, of thti 
circumstance, the advantage that our manufadturctfi 
who employ a great proportion of machinery minrt 
have over those of France, in consequence of ool- 
higher* wages and lower pr<^ts, is obvious and de^ 
dded. This principle seta the impolicy of the 1*6* 
strictions on the exportation of the machinery used 
in cotton-mills in a very striking point of view^ It ii 
^te evident that although France were podsiessed of 
all those &ctlities for mannfacturing cottons we now 
enjoy, thou^ Normandy were a second La3Eicaahire> 
ttid Rouen a iac simile of Manchester, her mttiufiN»> 
tnrers would not be able to ent^ into a sueceiisfiil 
competition with those of England. The posseci- 
mon of better machinery would have no tendency 
to raise wages and lower profits in France ; aod^ 
tail this is done, we must, supposing we continue to 
possess equal facilities of production^ always have b 
decided . ascendancy over the French in the sale o£ 
such articles as are munly produced by means of 
machinery. 
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The statement now made, is not meant to convey 
the insinuation that our high wages and low profits 
are really advantageous. On the contrary, the ten^ 
dency of a low rate of profit is not only to occasion 
all countries in which it obtains to advance dowly 
as compared with those in which it is higher, but 
it also forms a strong temptation to transfer capital 
to other countries. A reduction of wages, following 
a corresponding reduction in the price of com, or 
any of the principal necessaries that enter into the 
consumption of the labourer, would certainly have 
the effect to raise profits, and thus, by raising their 
price, to narrow the foreign demand for cottons. 
But, a diminution in the amount of the commodities 
we now export to fore^ countries, arising from 
this cause, instead of being injurious would be most 
beneficial. It would be the effect of industry having 
become more productive ; and any capital that had 
previously been employed in the production of goods 
for the foreign market, that could not, under the 
supposed new circumstances of the country, be ad- 
vantageously sent abroad, would be certain to meet 
with a more advantageous employment in other 
branches. But in so far as the cottcm manufacture 
is concerned, there can be no manner of doubt that 
our high wages and low prc^ts have most powerfully 
contributed to its extraordinary extension. And, 
however paradoxical it may seem, it is, nevertheless, 
unquestionably true, that, were wages to rise, addi- 
tional capital would be attracted to the cotton manu- 
facture, and the price of cottons would experience a 
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further reduction ; whereas, were wages to hll, capi- 
tal would be drawn from the o^ton manufacture to 
those businesses that employ less machinery, and the 
price of cottons would rise. * 



• Sir William Petty seems to have been the first person 
who has distinctly stated the principle^ that the relative Value 
of commodities depends entirely on the quantities of labour 
required for their production. " If," says he, '^ a man bring 
to London an ounce of silver out of the earth in Peru, in the 
same time that he can produce a bushel of com, the one is the 
natural price of the other ; now, if, hy reason of new and 
more easie mines, a man can get two ounces of silver as easily 
as formerly he did one, then corn will be as cheap at ten shiU 
lings the bushel as it was befoyre at Jive shillings, cceteris pari^ 
bus" (Treatise of Taxes and Contributions, ed. 1679> p» 31.) 
At page 24, he says, ^^ Let a hundred men work ten years 
upon corn, and the same number of men the same time up« 
on silver ; I say that the neat proceed of the silver is the 
price ^ the whole neat proceed of the com ; and like parti of 
the one the price of like parts of the other :" and, at page 
67> he says, *' Corn will be twice as dear when there are two 
hundred husbandmen to do the same work which an hundred 
could perform." These passages are curious and interesting, 
as exhibiting the first germs of that theory which Mr Ricardo 
has perfected. 
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Sbotiom VIL 

Circumstances which determine the Rate of Wages, — (hj Mar- 
ket, or Real Wages; depend on the proportion between capital 
^mdpopmlatioHM — (%) Natural er Necessartf Wages; depend 
on the species and quantity of food and other articles reqmr- 
edjbr the consumption qfthe labourer; different in different 
countries and periods^^-^Effect of Jluctuations in the rate of 
Wages on the condition of the labouring cUisses — Advantage 
qfa high rate qf Wages — Advantage qf having the labour- 
ers dependent Jbr support on the cheapest species of food — 
High wages not a cause of idleness — Effect qfthe Poor Laws 
and of Education, on the condition of the labourers — (3*) 
Proportional Wages; depend partly on the amount and spe- 
cies of the articles consumed by the labourers, and partly on 
the productiveness of industry. 

W£ bave already seen that the wages earned 
b^ ^he lal^urers engaged in different employments 
maj i^naUfi ^em aU tfakigpi are taken into accaunt, 
be coiisidared as about e<pial { and, tberefoxe, mth- 
cKit regarding the difierences that actual^ obtam 
iii the atnount of money, or of commodities, earn- 
ed by different sets of workmen, I shall suppose 
all sorts of labour to be reduced to the msw com- 
mon standard, and shall endeavour to discover the 
principle that regulates the rate of wages paid for 
that conunon labour. 

This inquiry will be facilitated by dividing it into 
three branches ; the object in the first being to dis- 
cover the circumstances which determine the market 
or actual rate of wages at any given moment ; in the 
second^ to discover the circumstances which deter- 
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iBiM the natural or neceuar^ rate of wi^^s, or the 
vmgeB required to enable thelabewer to subsist and 
contiBue his race }— end in the tf^rd^ to discover the 
flinmmstances which determiae proportional wages, 
or the share of the produce of his industry, falling to 
the labourer. 

I. CiRCUMSTANCaa WHICH D£TSRMlNfi XUE MAE- 

KET OR ACTUAL Batb OF Wages. — The Capacity 
of a country to support and emplpy labourers, is in 
no degree dependent on advantageousness of ai- 
tuatiw, richness of soil, or ei^tent of territory. 
These, undoubtedly, are circumstances of very great 
importance, and must have a powerful influence 
in determining the rate at which a people ad^ 
wmc^ in the career of wealth and civiliwtion* But 
it is obviously not pn these circumstances, but on the 
^ual amouoA of the accumulated produce of ^i{U 
Qtts labow, QK of capital, deyc^d to (ha payment of 
wages, in the possessicm of a c^mmry, at any given pe^ 
riod# that its power of supporting ami employing la* 
bourers must whdly depend. A fertile soil affords 
the means of rapidly increasing capital ; but thatis all. 
Before this aoil can he cultivated, capital must be 
provided for the si^pport of the labourers enq^ed 
upon it, just as it mu^t be provided for the. support of 
those engaged in manufactures, or 'm any other de- 
partment irf* industry. 

It is a necessary consequenoe of this {uriuciple, that 
the amount of subsistence falling to each li^Mmcer, or 
tl^ rate of wages, mufiA depend on (he proportion 
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which the whde capital bears to tl^ whole amount of 
the labouring population. If the amount of ci^tal 
were increased, without a corresponding increase 
taking place in the population, a larger share of such 
capital would fall to each individual, or the rate of 
wages would be augmented : And if, on the other 
hand, population were increased faster than capital, a 
less share would be apportioned to each individual, 
or the rate of wages would be reduced. 

To illustrate this principle, let us suppose, that 
the capital of a country appropriated to the pay- 
ment of wages, would, if reduced to the stand* 
ard of wheat, form a mass of 10,000,000 of quar- 
ters : If the number of labourers in that coun- 
try were two millions, it is evident that the wages 
of each, reducing them aH to the same common 
standard, would be ^ve quarters : and it is fur- 
ther evident, that this rate of wages could not be in- 
creased otherwise, than by increasing the quantity of 
capital in a greater proportion than the number of la- 
bourers, or by diminishing the number of labourers 
in a greater proportion than the quantity of capital. 
So long as capital and population continue to march 
abreast, or to increase or diminish in the same pro- 
portion, so long will the rate of wages, and conse- 
quently the condition of the labourers, continue un- 
a^cted ; and it is only when the proportion of capi- 
tal to population varies — when it is either increased 
or diminished, that the rate of wages sustains a cor- 
responding advance or diminution. The well-being 
and comfort of the labouring classes are, therefore. 
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especially dependent on the relation which their ki- 
crease bears to the increase of the capital that is to 
feed and employ them. If they increase &ster tha£^ 
capital, their wages will be reduced ; and if they in- 
crease slower, they will be augmented. In &ct, there 
are no means whatever by which the command of the 
labouring class over the necessaries and conveniences 
of life can be enlarged, other than by accelerating 
the increase of capital as compared with population, 
or by retarding the increase of population as compar* 
ed with capital : and every scheme for improving the ! 
condition of the labourer, which is not bottomed on f 
this principle, or which has not an increase of the \ 
ratio of capital to population for its object, must be ^ 
completely nugatory and ineffectual. 

The wages of labour are most commonly either 
paid or estimated in money ; and it may perh^s -be 
thought, that their amount will, in consequence, de- 
pend more on the quantity of money in circula- 
tion in a country, than on the magnitude of its ca- 
pital. It is really, however, quite the same to the la- 
bourer whether the quantity of money received by 
him as wages is great or small. He will always re- 
ceive such a quantity as will sufl&ce to put him in 
possession of the portion of the national capital fall- 
ing to his share. Men cannot subsist on eoin or 
paper. Where wages are paid in money, the labour- 
ers must exchange it for necessaries and convenien- 
ces i and it is not the quantity of money they re- 
ceive, but the quantity of necessaries and c<mvenien- 
ces for which that money will exchange, that is to 
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be coniidireiafl ccally f^mning tJmr ^^get. . If the 
lyiantily of money in Gnat Bntiin weie ladnoiHi a 
hti£^ the rttftof wagesi estimatdl io mim9f$w^A ^ 
dine in die lame propafdon ; Int, imksa ioiie cl^ 
IttuU at the same time» taken pfaiee in the anewt 
^ diat portion o£ the eapttal of the ooiintoy which 
of the food, clothes^ and othor artielea that 
^ into the conaumption of the labourers he would 
(MntuMie in predaeljr the aaae aiiuatioo. - Hi& would 
cany ^ amfiUer quwtity of piecea of goU mA ail^erto 
market than formerly f bat he wouU.obtaia tbe aaaie 
quantity ofcommodkiei in exohwge for thnfv 
r Whiteiei, theief(He, BMiy be the.qtatoof moA^ 
fvagiet in a conntry-^^whether thf y afe l9^ or. Ak » 
day — ^it is still certain, that if the aadonnt of the na- 
fekmal a^Mtid and the population cottdnuoithe s^me, 
aor incieate or diminish in the saine proportion, no 
variation will take plaoe in the rate of wages. \Wi^^ 
4Mivtr really rise, except when the prcfiorljon of ^$r 
fiUl to papula tion is enkiged ; and they never malr 
lyjall, exc^t when that [nt^rticm is dimimshl4J 
r^ The effiactswhich the different rates at which o^^ital 
•and potation advance in diffident countries hav^ ou 
the cMiditipnof their inhabitants, may be exemplified 
in a.very striking manner, by oomparing the rate of 
Mi c a o aa c and the actual state of the people of Great 
Britain^ with the rate of incnsase and the actual stal<e 
1 of the^peopleof Irebmd. It is certainly true, that 
\ there has been a considerable increase in t^e csfpital 
t of Ireland dunug the last hundred yeaia } though no 
one, in the least ac^iuiinted with the. progress of the 
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diSinmfc/pwU^of the J&Dpive^ has evir pe8imie44e 
ta{f'4hKk th» BMreMe ku been m4lM ^poitioE#f 
a4iir4^9 fgfesmj^t^ tothe iMreaM^dfital m 
Kngjamd and Scothiid dariiy the — »e f6Wod>. But 
tlie iBaMBaof {MpuktiM » Irelaiuly A» iMMpwdd 
injkh k&increiM in BriteiD, h^beeii widely difiefent 
ftou the wereaie in the ett{)ital of the two eoim- 
tMBr ov m their neuM of employing peo^e, end' 
siijppoiting them in a state of comfoit ^md respecta- j 
bility. AccordUng tQ the tables given in the Ftuiia- ; 
nentaiy Reports, the population of Great Britaui 
amoinilBd, in 1700, to 6,956X)00« and^ in ISSiU it 
amoonled to 14,d91>000, hawing a Hitle mpie dian 
doubled in the course of die oentury ; While^ fpom 
the same R^pMts, it i^pears that t^e popuktion 
of Lneland, whose capitd had inereased in so inferior aj 
proportion to that of Britain, amounted to very Ikllei 
more thu I«h> millions in 17^1, and to very near seA 
nmmiUioni in ISCl j having neariy ^ua^pMm ] 
lesatimodian the population of Britain took to^toicifei 
Without entermg upon any lengthened inqniries 
r o e pte ting the causes of thie di£ferenee, it maybeob^ 
served, that, on the first introduction of the^ potato, in* 
to Irehmd, in 1^10, the peasantry, thmi very aweh 
d^faded, mid ivithovt any elevated notions of. what 
was necessary f&t their comfertable submtenoe, e»« 
geriy ies«rted to so oheapa (ipecies of food ; «nd, ism* 
ing to the unfertnnate eirrametanoes mader wl|ieh 
th^ have ever innee been phoed^ <^ey have^never 4mi«* 
detfvoured to attain to any thingt higher. Pravided 
they have anfficieift supplies of potatoes they am eon- 
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tent to vegetate, for they otimot be siid to live, in 
rags and wretdiedhees. Btit wliaterer may have 
been the causes which have led to the disparity pre*- 
viously stated in the inereiEise of population in Gieat 
Britain and Irdand as oompared mik the increase of 
thdr capitals, there cannot be the shadow of a doubt, 
that its successive augmentation in Ireland is the 
immediate and proximate, cause of the want of de- 
mand for labour in that country, and of the misery 
and extreme poverty of the people. The number of 
persons soliciting employm^it, compared with the 
means of rewarding their exertions, is so very great, 
that wages have been reduced to the lowest pittance 
that can afford the smallest necessary suj^ly di the 
coarsest and cheapest species of food capable of sup- 
porting humanlife. All the witnesses examined by the 
Committee of the House of Commons, on '< The JSsn- 
pht^ment of the Poor of Ireland*' in 1823, concur in 
reptesenting their numbers as excessive, and their 
e<mditaon as wretched in the extreme. Th^ cabins^ 
which are of the most miserable descripticm, are 
utterly unprovided with any thing that can be called 
furniture ; in many families there are no such 
things as bed-clothes; the children, in extensive 
districts of Munster and the other provinces, have 
not a single rag to cover their nakedness; £uid, 
whenever the potato crop becomes even in a slight 
degree deficient, the scourge of famine and dis- 
ease is felt in every comer of the country* Mr 
Maurice Fitzgerald, M. P. mentions, that <^ he had 
known the peasantry of Kerry quit their houses 

11 
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in search of employment, offering to woric for the 
merest subsistence that could be obtained, for two^ 
pence a-day, in short, for any thing that would pur- 
chase food enough to keep them alive for the en- 
suing twenty-four hours."* Mr Tighe mentions, 
that " the number of persons in Ireland supported 
by charity is quite inconceivable ; they must be sup- 
ported either by charity, or by pillage and plunder ; 
to the want of employment I attribute every thing 
that afflicts and disgraces that country/' f And Dr 
Il(^an, who had been employed by Government to 
report on the state of disease in the North of Ireland, 
states, in his valuable work on the Fever in Ulster, 
published in ISlQi that ** throughout the extensive 
counties of Tyrone, Donegall, and Deny, the popu- 
lation is only limited by the difficulty of procuring 
food. Owing to the universal adoption of the cottier 
system, and to the custom of dividing farms among 
the sons, on the death of the father, the labouring 
classes are infinitely more numerous than are required 
for the purposes of industry. Under these circum- 
stances, they are engaged in a constant struggle for 
the bare necessaries of life, and never enjoy its com- 
forts, t 

These statements, which might, were it necessary, 
and did our space permit, be multiplied a thousand 
fold, conclusively show that a vast increase has taken 
place in the population of Ireland, and that it is now 
both superabundant and miserable in the extreme. 

» Report, p. 158. t Report, p. 108. J P. 8. 
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.^id heace the obvious and undbimUe infemice, 
tbat» in the event of the population havidg incfeaaed 
lest rapidly than it has done> there woidd have heat: 
fewer individuals soliciting employment, and tfaat^ 
coBsequendy, the rate of wnges would haTO been proM 
portionally higl^r, and ihe condition of the poor sd 
fer improved. No propositicm then can be morcf 
tone, than thAt the unexampled misery of the Iridb 
people is directly ofwing to the excessive augmetita4 
tion of their numbers ; and nothing can be mere 
perfectly futilei than to expect ahy reid or lasting 
atanendment in their aituation» Until an eftectmd cheds 
htts befen given to the pn^ress of population. It is 
ebvieiiBi too, that the low and degraded oondifeion in-f 
to which the people of Ireland are now sunk» is the 
condition to which every people must be redDciad^' 
whose numbers continue, for any considerable pe^ 
riod» to increase faster than Ae means of providing 
linr ih^ir comfortaUe and decent subsistence; and 
sneh will most assuredly be the case, in every old 
settled country in which die princii^e of increase it 
not powerftilly counteracted by the operation of m<^ 
ral restraint, or by the exercise of a proper degree 
of prudence and forethought in the formation of 
matrimonial connections. 

IL Circumstances which detbrmine thb 
Natubal or Necessary Rate of Wages.— ^ 
There are obviously limits, however difficult it may 
be to specify them, to the extent to which a re- 
duction of wages can be carried. The co^t of pro* 
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dudng tabouts like thfU of producing aU other artiel« 
l^roug^t to market, must be paid by the puTebasMAr 
The raee of labourera would become altogether ^u 
tioet^ were they not to obtain a sufficient qointt^ 
of food and other articles required for thrown suft 
port, and that of their iiEunilie& This is the lowetl 
amount to which the rate of wages eau bepermanentljF 
reduced ; and it is for this reason^ th^t it has been d*% 
fined to be the natural or necesmrg rate of wagti* 
The mai^et or actual rsite of wages may sink to 'the 
levelol thiis rate y but it is plainly impossibleit can oeim . 
tinue below it. It is not, as has been already showily 
(Hi the quantity o£ money receired by the labourer, 
but oa the quantity of food and other 'artides neeeH^ 
aory jRht his support, for which that money wiU esN 
change, that his ability to maintain himself and to 
wax as many ohildrai, as may be reqmred ta ke^ 
up the number of labour^s, must depend. The inii> 
tural or necessary rate of wages must, ther^re, be 
determined by the cost of producing the food and 
other articles which enter into the coisnmiplimi ef 
the labourers.* And though a rise in the markets 

* L'ouvrier mineuTj en Saxe, recoit, 18 sols par jour de 8ih 
laire^ tandis que V ouvrier employe au m^me genre de travail^ 
dans la province de Choco au Perou> recoit en argent six a 
sept fois plus. Mais ce dernier paie aussi six k sept plus cher 
le pain dont il se noumtyparoe que la fariiie des Btats-Unis 
y eit tranaportee k doa de molet k nne longae distance dm e^ 
tes> par des routes monteuses et difficiles. Ce que le maitio 
doit fournir a Touvrier c'est la subsistence^ et V argent donn^ 
ne pent jamais ^tre que la representation de cette subsist- 
ence. (Janrier, Rtchesse de$ Nations, V. p. 351. 
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curreat rate of wages is seldom ezaotly coincident 

with a rise in the price of necessaries, they can never, 

except in the rare case when the market rate of wages 

greatly exceeds the natural or necessary rate» be very 

^1 far separated. However high the price of coomiodi- 

; ties may rise, the labourers must always receive a 

^ supply equivalent for their support : If they did not 

[ ob^in this supply, they would be left destitute ; and 

\ disease and death would continue to thin the popula* 

\ tion, until the reduced numbers bore such a propor- 

\ tion to the national capital as would enable them to 

\ obtain the means of subsistence. 

The opinion of those who contend, that the rate 
of wages is in no degree influenced by the cost of pro- 
ducing the articles consumed by the labourers, has 
obviously originated in their confounding the princi- 
ples which determine the market rate of wages at any 
given period, with those which determine their natu- 
ral or necessary rate. No proposition can be better es- 
tablished than that the market rate of wages, when rem 
ference is made only to a given moment, is excluuveiy 
determined by the proportion between capital and po- 
pulation. But in every inquiry of this nature, we 
ought not only to refer to particular points of time, 
but also to periods of average duration ; and if we 
do this, we shall immediately perceive that the ave^ 
rage rate of wages does not depend wholly on this 
proportion. The price of shoes, at any given instant, 
to take a parallel case, is plainly dependent on the 
extent of their supply, compared with the demand of 
those who have the means of purchasing them ; but 
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it is quite obyiousK that if this price were to sink be- 
low the sum necessary to pay the cost of producing 
shoes, and bringing them to market, they would no 
longer be supplied : — And such is precisely the case 
with labourers* They neither will, nor in fact can, 
be bi:oi^ht to market, unless the rate of wages is 
such as will, on the averagCj sufSce to bring them 
up and maintain them. From whatever point of the 
political compass we may set out at first, we shall find 
that the cost of production is the grand principle 
to which we must always come at last. It is this 
cost that determines the natural or necessary rate of 
wages, just as it determines the average price of com- 
modities. However low the demand for labour may 
be reduced, still if the price of the articles necessary 
for the maintenance of the labourer is increased, the 
natural or necessary rate of wages must be increased 
also. Let us suppose, to illustrate this principle, 
that, owing to a scarcity, the price of the quartern 
loaf rises to 5s. In this case, it is plain, inasmuch as 
the same numb^ of labourers would be seeking for 
employment after the rise as before, and as a rise in 
the price of bread, occasioned by a scarcity, could not 
increase the demand for labour, that wages would 
not be increased. The labourers would, in conse- 
qu^ce, be forced to economise, and the rise of price 
would have the beneficial effect to lessen the con- 
sumption of food, and to distribute the pressure 
equally throughout the year. But suppose that the 
rise, instead of being occasioned by the accidental 
occurrence of a scarcity, has been occasioned by an 

Y 
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increased difficulty of production, and l&at it will lie 
permanent^ the question to be determined is, wiU 
the money wages paid the labours continue at th^ 
former elevation, or wiH they rise ? Now, in this 
case it may be easily shown, l^t they must rise : 
For it is abundantly obvious, that the comforts of all 
claisses of labourers would be greatly impaired by 
this rise in the price of bread ; and those who, pre- 
viously to its tdting place, had only enough to sub- 
sist upon, would now be] reduced to a state of ex- 
treme destitution, or rather I should say of abso- 
lute fimiine. Under such circumstances, an increase 
of mc^rtality could not M to take phure ; whflte the 
greater difficulty of providing subsistence would in- 
terpose a powerful check to the fonnation of matri- 
monial connections, and the increase of popufaitiott. 
By these means, therefore, either the actual amount 
of the population, or the ratio of its increase, or 
both, would be diminished ; and this diminution, by 
lessening the number of labourers, would increase 
tlie proportion of capital to population, and enable 
them to obtain higher wages. 

l!lie statements now made are not advanced on 
any arbitrary or supposed grounds, but have been 
deduced from, and are consistent with the widest 
atad most comprehensive experience. Those who 
examine the registers of births, marriages, and 
deaths, kept in all krge and populous cities, will 
find that there is invariably a diminution of the for- 
mer, and an increase of the latter, whenever the 
price of com or of the principal necessaries of Hfe, 
sustains any material advance. ** It will be ob- 
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Mfvodi^' nys Mr Milne, in his val^dble Treatise 
cm Anmnk&dBi in reference to tbe prices of wheat in 
England^ ^* liist any material reduetioh in the priee 
of nvbeat^ is almost always accompanied by nn in*^ 
^•ease both of the nunrrii^es and births, and by a de^ 
eveaae in the namber of faoiriab } consequently by an 
imereasi in the raeess of the births above the deaths i 
Ako, that any material rise in the price is generally 
attended by a correspondii^ decrease in tibe mar- 
riages and births^ and by an increase in the burials ; 
tivereforei by a decrease in the excess of the births 
above the deaths. Thus it appears, that an increase 
in t^ iquantity of food, or in the facility with which 
the labourite closes can obtain it, accelerates the 
progress of tl^ population^ both by augmenting the 
number of births and diminishing the rate of mor- 
tality i and that a scarcity of food retiutls the in^- 
mrease of the people, by producing in both ways op- 
ponte effects/ ' And in proof of the correctness of 
tins statement, Mr Milne gives, among muiy others 
to the same e&ct, the following account o£ the num- 
ber of births and deaths withm the London bills of 
mortality in 1798, 1800, and 180S : 

Births. Dieaths. Price of Wheat, 
1798 19>§81 — 20,765 ^L.2 10 3perQr. 
1802 21,308 — 20,260 — 3 7 5 
Medium of these! ■ ■ 

two years. 180,445—80,506— 2 18 10 
J800 18,275 — 25,670 — 5 13 7 



DUfettences 2,170— 5>ie2 — 2 14 9 

Decrease. Increase. Increase.* 



* Milne (m Annuities, Vol. II. p. 402. 
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M. Messance, the autbar of a valndrie w(m4c oa 
the population of France^ * has coHeeted a great deal 
of important information on the same subject. ^^ It 
has been established," says he, ^* by the yarioos in^ 
vestigations that have been made, that those jesnm 
which com has sold at the highest prioe, have dm 
been those in which mortality was greatest, and disr 
ease most prevalent ; and that those, on the contrary, 
in which com has been chieapest, have been the 
healthiest, and least mortal.'* Hie tables puUkhed 
by M. Messance of the number of deaths and the 
price of wheat, for a considerate numbered years at 
F^ris, Lyons, Rouen, and some other cities of 
France, bear the most unequivocal testimony to die 
truth of this doctrine. In 1744, forexainple* when 
the price of wheat at Puis wasll livresld sols the sep- 
tier, the number of deaths amounted to ]6,^K)5 ; and 
in 17^3, when the price of wheat was 20 livres & Bokk 
the deaths amounted to 21,716. In the four yem 
of the greatest mortality at Fkris^ in the interval be,*- 
tween 1743 and I76S, the average price of the sep^ 
tier of wheat was 19 livres 1 sol, and the average an- 
nual number of deaths 20,89^ } and in the yi^tir years 
of the feast mortality during the same interval, the 
average price of the septier was 14 livres 18 sols, and 
the average annual number of deaths 1 6,859* t 

It may here, perhaps, be proper to mention, 
that it has been long observed, that the tendency 
of wages is not to rise, but rather to fall in Un- 

* Reckerckes stir la Population, Sfc. p. 291. t Ibid. p. 31 If 
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Hau^y dear years^ and several of the witiie«^ 
examined brfwe the Committees of the Houses 
of Lords and Commons, on the state of agriculture 
in 1814, endeavoured to prove, by comparing wagjss 
with the prices of com and other necessaries, that 
there was really no such connection between the 
^o as has^be^i supposed ; and that, so far from their 
varying in the same way, wages were generally htvest 
in years when the price of com wa3 highest.^ But it 
is not difficult to explain the causes of this apparent 
anomaly. The truth is, that the number of labourer^ 
which, is in nq case immediately reduced, is, in most 
<2a8es, immediately increased by a rise of prices. Jn 
dear years, an increased number of females,, and such 
poor children of both sexes as are fit to work> are. ob- 
Uged to quit their homes, or to engage in some spe- 
cies of employment } while those labourers who work 
by the piece, endeavour, by increasing the quantity 
of their work, to obtain the means of purchasing a 
greater quantity of food. It is natural, therefore, 
that the immediate efl^ of a rise of prices, should 
be to lower, not to raise the rate of wages. But we 
^uld fall into the greatest imaginable error, if we 
suf^sed that, because this is the immediate, it is also 
the.kusting and constant effect of such a rise ! It is 
obvious, indcedt that this immediate fall of wages, and 
jthe greater exertions tW risft of prices forces the la- 
bourers to make^ must have a powerful tendency, as 
well by lessening their supplies of food,, as by adding 
to the severity of their labour, to increase the rate. of 
morta^ty, and, consequently, by diminishing their 
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nmnteri to hasten that rite of wagM that wiQ e«* 
tainly take place if pricea contmue high. 

Butt in endeaToaring to show that the market rale 
of wages cannot be permanently reduced below their 
natural or necessary rate^ it is not meant to represent 
the latter as fixed and unvarying. If any giren ^* 
dfic quantity of certain articles was absolutely neces* 
sary to enable the kbourer to subsist and continue 
hid rice» then it is clear no lasting reduction could 
etrer be efiected in its amount But such is not the 
ease. By the natural or necessary rate of wages^ is 
meant only, in the words of Dr Smith, stj^h a rate « 
ti^U enable the labourer to obtain ** not only the crai^ 
moditiea that are indii^eMably necessary for the sup- 
port of life, but whatever the custom of the country 
Mndera it indecent toit crecUtable people, even of the 
loweiBt ordw> to be wtthouti*' Now it is plam, from 
this definition, that there neither is n^ can be any 
' abiohite standard ^ natural or necessary wages. It 
is imposdbleto tay what cotilmodities are indispensa- 
ble for the support of life ; for, tiiese, as well as the 
oAer articles required for the use of the lower orders, 
ijepend easentklly on the physical cirQumstanees un- 
tier whi(^ every peo{^ is placed, and on custom and 
halMt. The dilferences of climate, for example, by 
gi'ving iise to very diffi^retil physical wants in the in- 
habitants of diffiN^ent countries^ necessarily occasion 
very considerable rarktiotts in the natoral or neoes^ 
aary mte of wages. The labourer in cold climates, 
Who must be^^oarmlyclad, and vdKisecottege mult be 
built of ^lid materials and heated with a fire, ooidd 
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not powUy subsi^ on the same rate of wages that 
would suffice to nixpfly all the wants of the l^urer 
inhabiting more genial climates, where dothing, 
lodging, and fire were of very inferior importance. 
Humboldt mentions, that there is a difference of 
nearly a tMrd in the cost of maintaining, and conse« 
quently in the necessary wages of a labourer in the 
kcA and temperate districts of Mexico ; and there is 
a still greater difference in the rates of necessary wa- 
ges in different and distant a>untries. The food, too, 
of the labourers, in different countries varies extreme- 
ly. In some it is both expensive and abundant corn- 
paced to what it is inothers. In England, for ex- 
ample, the labourers principally subsist cm wheaten i 
hvetA and beef, in Ireland on potatoes, and in China ; 
and Hiidostan on rice. In many provinces of France 
and iS^n, a certain allowance of wine is considered 
indispensable to existence j and in England, the la- 
bouring class entertain nearly die same opinion with 
reqpect to beer and porter ; whereas the drink of the 
Chinese and Hindoos consists of nothing but water. 
In Ireland the peasantry live in misemble mud 
cabins, without either a window or a chimney; 
while in England the cottages of the peasantry 
have all glass windows and chimneys, are well fur- 
nished, and are as much distinguished for their 
neatness, cleanliness, and comfort, as those of die 
Irkh for their filth and misery. In consequence of 
these deferent habits, there is an extr^ne difference, 
not in the rate of necessary wages meiiely, but in their 
actual ov mati^et rate in these countries ; so.much so, 
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that while the average market price ofn ttay'sJabmnr 
in Englwd may be taken at from SOd.io ^., itr^ean- 
not be taken at more than 5d. in Irdand, and 3d. ia 
Hindostan ! Nor have the lialttts of the people of ihe 
same countries, and the standard by which the iiatur- 
al rate of wages has been regulated at dtffi^rent pa* 
nods, been les» fluctuating and yarious. The hriiits 
of the English and Scottish labourers of the prearat 
day, are as widely different from those of their anoss- 
tors in the reigns of Elizabeth, J^unes I., and Charies 
' L, as. they now are from the habits of the labourers 

- of France and Spain. The standard by which the 
natural ;:ate of wages was formerly regubted has beoa 
rais^ f tiiere has been a gr^Uier preralence of mofal 
restraint ; the proportion of capital to popuhtioa has 
in consequence been increased^ and the poor faafve 
:been most fortunately taught to form niuchanore;€^ 
vated opinions, respecting the ^amount c^jneoeasarbs 

^ and conveniences required for their subsistence. 

^ The natural <nr necessary, rate of wages is not, 
therefore, a fixed and unvarying quantity; rand 
though it be strictly true that the market rate of 
wages can never sink permanently below its contem- 
porary natural rate, it is no less true that this natuml 

\ ^rate has a tendency to rise when the market rate rises, 

V^and to fall when it falls. The reason is, that the 

1 number of labourers in the market is a given quan- 

Uityf which can neither be speedily increased when 

wages rise, nor speedily diminished when they &H. 

\ When wages rise, a period of eighteas or twenty 
I years must plainly elapse before the <eflfect of the ii]i- 
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creMed stimulus that die rise gives to the principle of 
populiition can be felt in the market. During all this 
perbd, therefore, the labourers have an increased 
xmnmaiid over the necessaries and eonyeniencies of 
life : In consequence their balHts are improved ; and 
as they learn to form more exalted notions with re- 
spect to what is required for their comfortaUe and 
decent support, the natural or necessary rate of wages 
is proportionally augmented. But, on the other 
liand, when the rate of wages declines either in con- 
isequence of an actual diminution of the capital of the 
country, or of a dispn^mrtionate increase of popula- 
tion^no corresponding immediate diminution can take 
piiM in the number of labourers, unless they have 
previously been subsisting on the smallest possible 
qiMmtity ef the chei^st species of food required to 
support mere animal existence. If the labourers have 
not been placed so very near the extreme limit of 
subsistence, their numbers will not be immediately 
reduced when wages faU, by an increase of mortahty ;f 
but they will be gradually reduced, partly, as has 
been afaeady shown, in that way, and pardy byadi-r^ 
minified number of marriages and births : And in 
most countries, unless the fall were both sudden and 
extcossive, it would require some years to render the 
effects of increased mortality, in diminishing the sup- 
ply of IdboiiT in the market, very sensibly felt ; while 
the force of habit, and the universal ignorance of the 
people with respect to the circumstances which de« 
tenmne the rate of wages, would prevent any eflec- 
tual check being givw to tlie fcmnation of matrimo- 
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niai connectkmst aod consequently to the vnt/t at wbidi 
fveA labourers had pr^riously been coming into mar- 
ket, until the misery occasioned by the restricted de- 
mand on the one h^nd, and the undiminished «ip- 
^ on the other, had been very goierally and widely 
felt. 
It is this circumstance — the impossibility whidi 
usually obtains of speedily adjusting the su^y id la- 
bour [Hroportionally to the variations which occasicm- 
ally occur in the rate of wages — ^that gives to these 
variations the peculiar and extraordinary influenee 
they exert on the condition of the labouring classes. 
If the supply of labour could be suddenly increased 
when wages lise, that rise would be of no advantage 
to the existing labourers. It would increase thm 
number ; but it would npt enable them to mount in 
the scale of society, or to acquire a greater command 
over the necessaries and conv^encies of humim life : 
And, on the other hand, if the su^y of labowers 
could be suddenly diminished when wages fell, that 
fall would merely lessen their number, without hav- 
ii^ any tendency to degrade their habits^ or to lower 
the condition of those that survived. But, in the vast 
majority of instances, before a rise of wages can be 
counteracted by the increased number of labourers 
i| may be supposed to be the means of bringing into 
the market, time is afforded for the formation of 
bose new and improved tasrt;es and habits, which are 
lot the hasty product of a day, a month, or a year, 
kut the late result of a long series of continuous im- 
pressions. After the labourers have once acquii«d 
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tfatie tiitest popuktion will advance iif a dower ratio^ 
at compared with capital, than formerly j and the k- 
hoorers wfll be dispoaed rather to defer the period of 
marriage, than by entering on it prematurely to de- 
preas their own condition and that of their children. 
But if the number of labourers cannot be suddenly 
increased when ?rages rise, neither can it be sudden- 
ly diminished when they fall ; a fall of wages has, 
tfiei^re, a precisely opposite eflfect, and is, in moat 
cases, as injurious to the labourer as their rise is 
hemficial* In whatever way wages may be reator* 
ed to their former level after they have fallen, whe- 
ther it be by a decrease in the number of marriages, 
or an inorease in the number of deaths, or both, it is 
ttever^ exc^ in the exceedingly rare case already 
mentioned) suddenly efiected« It must, generally 
speakings rehire a considerable time before it cai| be 
brouj^ abom j and an extreme risk arises in conse- 
quence, lest the tastes and habits of the labourers, 
imd their opinion respecting what is necessary for 
their coaftfortable subsistence, should be degraded in 
die interim. When wages are considerably reduced, 
the pocN* are obliged to economise, or to submit to 
live on a smaller quantity of necessaries and conveni- 
ences, and those, too, of an inferior species, than they 
bad previously been accustomed to use } and the dan- 
ger is, that the coarse and scanty fore which has thus 
Ibeen, in the first instance, forced on them by necessity, 
Aould in time become congenial from habit fiSiould 
llns, unfortunately, be the case, the condition of the 
poor would be permanently depressed ; and no prin- 
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^le would be left in opentidiit that 'eollld^ raise 
wages to their former level ; for, the tabouners eoold 
no longer have a motive to lenen theincrane of po- 
pulation as compared with that of ca^tal, and, unless 
they did this, it is quite fanpossiUe tkej obuld e^er 
emerge from their depressed condition. Under the 
circumstances supposed, the cost of raising and sup^ 
porting labourers would really be reduced ; and it is 
by this cost, th«t the natural or necessary n^ of 
wages, to which the market rate mi^ generally be 
proportioned, is always regulated. This lowerh^of 
\ tlie opinions of the labouring class with reelect to ike 
.' mode in which th^ ought to live, is perhaps the mmt 
serious of idl the evils that can befall them. Let 
; them once become contented with a lower species of 
ibod and an inferior standard of comlbrt, and tibey 
«iay bid a long adieu to any thing better. And every 
redvetion in the rate of rial wages, which is mat of a 
veiy Iraanent desoriptioB, wiU certainly havethia a£- 
feet, if its debasing influence be not cowateraoted Jby 
the inteUigence, f!Nrethought, and considentiNi of the 
people, ^t)ducing an increased prevalence of m<Nral 
restraint, and a diminished supply of labourers. Anto- 
ereasein ihe proportion ofcapital to population, is^ die 
only.meaitt by which a rise of wages can ever4io*ef- 
fecSted i and unless the labourers, who have bemi re- 
duced from a higher to a lower rate of w^es, deiin' 
the period of marriage, and thus retard the progress 
of population, the chances are ten, thousand toone, 
that they will never again attainto tfaeelevation G^om 
which they have faUen. 
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;Tiie eumfh of.suoh indifidttak, or bodies of in^* 
drndwliy as subout quietly to haye Umr wages ra» 
dnced» a&d who are eonteat if they get only the mere 
neeessarm of life, ought never to beheld up for {nih- 
lio imitation. On the contrary, every thing should 
be done to make such apathy be esteemed disgrace* 
fill. The best, interests of sodety require that the 
rate of wages should be elevated as high as possible— 
that a tarte fer the comforts, luxuries, and enjoyments 
of human life, diould be widely diffused, and, if po^ 
mble, interwoven with the national habits and prqu.- 
cUees. A low rate of wages, by rendering it impos- 
4Rfale for increased exertions, to obtain any consider- 
id^ ittcreaae of comferts and enjpymentai, efiettu^iy 
hinders any such exertions from ever being made, 
and is of all odiers the most powerful eau«e of that 
idleness and i^hy that contents itself wiUi what can 
bardy contunie animal exiatenc^j ^ 

The state df the peasantry of Ireland fmrniohea a 
^striking example of the disast»x>us dSi^is resultiag 
jfirom having die nataral or necessary rate of wages 
d^rmined by a very low standard. Having^ no taste 
for conveniences or luxuries, the labouring classes of 
Ireland are satisfied if they obtain a sufficient sim- 
ply of potatoes. But as the potato is raised at k^B 
expence than any other species of food hitherto culti- 
vated in Europe, and as the wages of labour^ in a 
country where it forms the main article of sub- 
sistence, are necessarily determined ohiedy by the 
cost of its production, it is easy to see that the 
labourers must be reduced to a state of extreme, and 
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abnoft irrmiediaUe dkntinmf fdnnarer tlntnMil hs^ 
pens to be cMcitBt. Wbmi d^ itandanl of nloiil 
or neeetflsiy waget is high»-««vli6ii ¥^eftt mi hmi^ 
for enmmflt^ form the pnnoipid put of tlie food ^ 
til* labourer, and porter asd boer the priw^ port 
of his drink— be can bear to rrtrawk in e peviod nf 
aoaroi^. Such a nan him fMm to faU $ he can to. 
sort to a cheaper speoiae of food^^*4o barley^ oeta^ 
rice, and potatoes. But be who is babiteallj and 
constantly fed on the fery dieapest ipeoieaef food, 
baa plainly nothing to lesort to when defnited of it 
Labouiers j^aoed in this ntuatton are disdutefy cut 
off from eTeryiesooree. Youmaytdcefrom an di- 
glisbman, but you canmot ta^ from an irishman. 
The hitter is abeady eo tow, he can foU no loifer : 
Ho is pfaMBOd on the very fevge of existence s His 
wages, being reguUted by the price of potateea, ^ 
not buy him wheat, ot baliey, or oats ; uud w hciHww^ 
therefore^ the supply of potatoes fails, it is next to 
impossible he can esciq^ falling a sacriieeto ftmiuA ! 
The history of the kte scarcity m IreiauMi aibnk 
a melani^oly illustnrtion i^ the accuracy of die state- 
ment now made* Owing to the Mat% of the piotato 
crop <£ 16^1, a Tory lafge proportion of tbe poasM- 
try of Clare, Limerick, and c^er counties border* 
ing on the Shannon, were reduced to a stiAe of 
abnost absolute destitution, and had nothing but a 
niisend)le mixture^ coasistiag of a little eatmesl, 
netdes, and water-cresses, to subsist upon. & sMe 
instaaces the potttoes, after bebig pirated, were 
again dug firom the ground^ and eaten $ sl^ in oen- 
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fl^enee id the insuflScieMy and bad ^idity of the 
fi)od» disease became exceedingly prevalent $ bb4 
typhus fever, in its wwst and most maligmmt form, 
outied its destmctive ravages into every comer of 
the country. But there was» notwithstanding, a 
continued exportation of oats and other grain, from 
Ireland to this country, up to the very moment 'whten 
the contributions of government and of the public 
were applied to purchase com for the peasantry. 
The price of potatoes rose in Limerick, in the course 
of a few wedLS, from l^d. to 6d. and 7d. a stone, 
being a rise of from 400 to 500 per cent., while the 
price of com sustained no material elevation, none at 
least to prevent its being sent to the then overloaded 
markets of England ! And it is obvious, that to 
whatever extremity the peasantry might have be^ 
reduced, they could not have relieved themselves by 
purchasing com. But if wheat had formed the 
principal part of the subsistence of the Irish labour- 
er, grain would have been poured into Ireland from 
every quarter ctf the worid, as soon as it was kmown 
that the crop was mirtermlly deficient. But a people, 
who have become habitually dependent on the po- 
tato, can never become purchasers of com j noir 
can they evpn become purchasers of foreign peu 
tatoes, inasmuch as the freight on such a bulky com- 
modity would raise its price far too hi^ for tlieir 
fimited means. In a period of scarcity, men cannot 
go from a low to a high level $ they must always go 
from a higher to a lower. But to the Irish this -is 
hhpossftle; they have already reached the lowest 
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point in the deacendiiigflCAle; aoddetithistotUiQiii 
attmided with all the horrors of famiiie. 

It iiy therefore, quite essential to the protection oC 
the p9^e from famine, in seaiM)n8 whcm the cn^ 
happen to be deficient, that they should not subsist 
l^incipally on the cheapest species of food. They, 
may advantageously use this cheapest species in li- 
nuted quantiti^ and as a. subsidiary and subordinate 
article : But if they once adopt it for the principal 
part of their diet, their wageii will be r^ulated ac- 
cordingly, and whatever a period of deficient su{^ly 
occurs, they will be absolutdy without resource. 

It has, I am aware, been often contended, by.maqy 
yery intelligent persons, of whose benevolence iwdxeal 
iu the cause of humanity no doubt can be entertain- 
ed, and to whose opiniiHis on most subjects the great- 
est deference is due, that high wages, instead of en•^ 
couraging industry, uniformly become a fruitful 
source of idleness and dissipation ! Nothing, how- 
ever, can be more entirdy incorrect th^Ei these 
representations — more completely o[^osed both to 
principle and experience. It is true, indeed, that, 
in ev^ry country and situation of lifoi.Jndividuals 
will be found who are careless of the future and in- 
^ tent only on present enjoyment ; but these always 
form a very small, and even inconsiderable minority 
of each particular class. Whatever may be the case 
with a few individuals, the principle of accumulation 
always predominates in a^^regate bodies over the 
passion for expence. Whenever the wages of labour 
are so low, as to render it impossible for an ordinary 
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incrense of exertion to make any material and yifl^e 
addition to their cimifbrts and coliveiiiencesi the lap 
bourers invariably sink into a state of idleness, and 
of sluggish and stupid indifference. But the desire 
to rise in the woiid^ and to improve our condition,. 
is too deeply seated in the human breast ever to be 
wholly eradicated. And as soon as labour is rendered 
more productive, as so<m as an increase of indfu^xy 
brings a visible increase of comforts and enjoy- 
ments along with it, indolence uniformly gives place 
to exertion j a taste for the conveniences and enjoy- 
ments of Ufe gradually diffuses itself; increased ex- 
^tions are made to obtain them ; and ultimatdy 
the workman considers it discreditaUe to be without 
them. Have the low wages of the people of Irelandy 
Poland, and Hindostan, made them industrious? or 
the Ai^A wages of the Americans, the Ikiglish, and 
the Hollanders, made them lazy, riotous, and j^fofli*- 
gate ? — Just the contrary. The former are as noto- 
riously and proveri»ally indolent, as the latter are 
laborious, active, and enterprising. The experience 
of all ages uid nations, proves that hi^ wages ixe 
at once the keenest spur — the most powedul stimulus 
to unremitting and assiduous exertion, and tbe best 
means of attaching the people to the institutions un« 
der whidi they live. <* Dans aucune fdstoire, onne 
rencontre une seule trait quiprouve que Paisance du 
peufie par le k-atail a nui a son obeissance.*^ ^ 

* Forbonnais' Recherches sur les Finances, Tome I. p. 10^. 
Z 
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The influmcie of the poor laws of England is un* 
doubtedly rtrf unfavourable to the formation of those 
prudential and economical habits among the labour* 
ing classes so essential to their welUbeing. It is, in 
most cases, quite impossible to discriminate between 
that poverty and misery that has been produced by 
accidental and uncontrollable causes, and that whic^ 
has originated in the folly or ill«conduot of the in- 
dividuaL But it is obvious that, unless this can be 
done, the establishment of a l^al provision on which 
every pauper shall have a claim, must, by placing the 
industrious and the idle, the frugal and the dissipat- 
ed, on the same footing, have a powerful tendency 
to weaken all the motives to good conduct in the rir- 
tuous part of the community, and to strengthen the 
vicious propensities in those who are bad. << If the 
poor are exceedingly diligent, sober, and industrious, 
while they are young and in health, what is the con- 
sequence ? Why, tliey lay up a small sum monthly 
to support them easily and comfortably when aged 
or in sickness : Tliis is in the power of the most. 
But, suppose they are idle, drunken, and worthless, 
what attends such a contrast ? Why, predsely the 
same effect ; ease and comfort, either in sickness or 
age, not from themselves, indeed, but from the pa^ 
rish. ' Is it not, therefore, apparent, that, unless the 
majority of them be perfectly weU-incUned^ the ne- 
cessary consequence must be idleness? Who can 
suppose that men will work the harder against old age 
and sickness, when every one knows so well that the 
parish must provide them, in such a day, with all 
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whkh their own labour eoiU4 were they e?^ so icir 
duBtrious ?'* * 

Th^:^ may be some exaggeration in this stotenumt* 
butt in the main, it is pedectly accurate. But al- 
thoi^h such a system could be oigani^ed, by means 
of select vestries or otherwise, as would prevent any 
exoept the really deserving poor from beuig admitted 
to partidipate in the paridi funds, still the p<^y of 
instituting a l^al provision for thdr support would 
be vei7 doubtful. No man, it must be remembered, i 
loves exertion and industry for dieir own sake. AU 
have some end in view, some purpose which is to be 
served, and the aocom^ishment of which is to c^y 
the toils and privations to which they may at prea^it 
submit. But the desire to provide immediate sub- 
^tence, and to amass a little capital fen: the si^port 
of age and infirmity, murt, with the great body of 
mankind, be the principal motive impdUUng them to _ 
industry and economy : And whatever tends to weak- 
en this motive — whatever tends to make a man trust 
to others rather than himself, must certainly have the 
effect to paralyze his e:|ertions, and to render him 
less industrious and less economical. ** Languescet 
iiidustriat (says Tacitus,) intendeiur SQCordiaf ei nuU 
lus ex se metus out spes^ etsecuri omnesaliena wb- 
udia especiabunty sibi ignam, nobis graves.** i 

Perhaps, bowevei*, the strongest objection to an es- 



* Farmer's Letters, I. p. 285. 
t Lib. ii. p. 73. Ed. Elz. 
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tablished poor rate^ is its tendency to d^^nge the na- 
tural relation between the supply of labour and the 
demand for it. Were the Poor Laws abolished, it 
may be presumed that most tolerably well educated 
workmen, on finding their wages insufficient for 
the proper support of a family, would be deter^' 
red from marriage; and the check thus given to 
population, by reducing the supply of labour, would 
have the effect to raise its real price to the proper le- 
vel. But this effect can hardly take place under a sys- 
tem of compulsory provision. The Poor Laws teach 
the labourer to consider it as indifferent whether his 
wages will suffice for the support of a family or not— 
that, if they are insufficient, the deficit will be made up 
from the parish funds, and thus remove the natund 
and most powerful check to over-population. No in- 
stitution can, however, be so pernicious to the poor, 
as that which tends to increase the supply of labour 
beyond the demand. Whenever the market is over- 
stocked with labour, wages decline ; and though they 
cannot fall lower than the sum indispensable for the 
support of the labourer and his family, they may be re- 
duced to that miserable pittance. This reduction in 
the rate of wages, is a consequence that ought to be 
most carefully guarded against ; but to this the poor 
laws directly lead. By their means, a greater supply of 
labour is brought into the market than there is a real 
demand for ; its price is consequently diminished ; 
and it is by no means true, that the parish provision 
makes up the difference. The labourer who has 
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been reduced to a total or partial dependence on tbis 
resource, receives only what will preserve him from 
absolute want : His independence is at an end ; he 
no longer treats with his employers on a footing of 
equality ; he must accept what their liberality may 
offer ; and he must bid adieu to those comforts and 
gratifications which every labourer ought to enjoy, 
and which they always do enjoy, wherever their num- 
bers are not in excess. 

But although the Poor Laws are thus prejudicial to 
the labouring classes, it is not true that they are of 
any advantage to their employers. Although the 
wages of each particular workman are diminished, 
yet, as the number of workmen is artificially increas- 
ed, the total expence incurred in their support, is more 
than equal to what would keep a smaller number 
in a state of comparative comfort. An apathy and 
want of spirit among the labourers, is at present 
universally felt and complained of in the southern 
counties of England, where the pernicious practice of 
paying a portion of wages, out of the rates, has been 
generally introduced. A less amount of ld)our is, in 
consequence, performed by the same hands ; at the 
same time that immense sums are misapplied by those 
finding employment for the poor, and managing the 
funds destined for their support ; and that endless 
and expensive law-suits arise about the question 
of residence, which seem to be inseparable from 
the present system. There can, therefore, be little 
doubt, that the sum now expended on the poor 
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ot Eogfamd, It greater than would, under different 
oirciim8tan(», aflbrd them a really high remunera- 
tion for their labour, and enaUe them to form a fund 
amply sofiScient for their support in periods of dis- 
tress. 

Care, however, should be taken, in discoasingthe 
subject of the Poor Laws, not to ascribe, as very many 
ha?e done, a greater effect to them than they really 
have had. The principles now stated, show that 
they are essentially injurious. But the abuses inse- 
parable from their mant^ement — ^tbe dtjfficidties they 
throw in the way of obtaining settlements, the disin- 
dination on the part of the poor to imprisonment in 
work-houses, and to, submit themselves to the petty 
tyranny of overseers — deter very many from middng 
a demand on the parish funds i a f^elii^ that is 
pawerffgHy assisted by the decent pride derived by the 
peasantry from the free institutions under whieh th^ 
Kve, and the privileges they enjoy. 

In proof of the strong desire, by which the labour* 
ers of En^and are still animated to provide for them- 
selves, without becoming a burden on the parish, it 
is sufficient to mention, that, accordii^ to the Parlia- 
mentary returns, there were, in 1815^ no fewer 
than 92^,4^ individuals enrolled as members of 
fWendly Societies.* And though there is reason to 
fear that a consWCTable number of the societies ihea 
in eSListence were founded on erroneous principlefi^ 



Commons* Report on the Poor Laws, ^^li 7, p. 629. 
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and have ia oonsequence bean diasolved, several new 
ones have »iiice been projected, and iSavinga Banks 
luive also been established in most parts of the coun^ 
try. In fact, if a separation were made between the 
sums really collected for the support of the poor, 
and those collected in order to make up a portion 
of the common and ordinary rate of wages paid for 
their labour, it would be found that the rates are not 
nearly so oppressive as is generally supposed ; and 
that their influence has not been by any means m 
injurious as we might have been led, on general prin- 
ciples, to expectt ---• — 
Of all the means for providing for the permanent 
improvement of the poor hitherto suggested, there does 
not seem to be any that promises to be so effectual as 
the establishment of a really useful system of public 
education. It is no exaggeration to affirm, that 
nine-*tenths of the misery and crime which afflict and i 
disgrace society have their source in ignorance — in* 
the ignorance of the poor with respect to the circum* 
stances that really determine their condition. Those 
who have hiboured to promote the education of the 
poor seem, generally speaking, to ]ie satisfied, pro^ 
vided they succeed in making them able to read and 
write. But the education that stops at this point 
omits those parts that are really th^ most important* 
A knowledge of the arts of reading, writing, <md 
arithmetic may, and, indeed, very often does, exist 
in company with the grossest ignorance of all those 
principles with respect to which it is most for the in- 
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terest of the poor tbemselves^ as well as of the coifi* 
mnnity in general, that they should be well infcmn* 
ed. To render education productive of all the vitir 
lity that may be derived from it, the poor ought, in 
addition to the elementary instruction now commu- 
nicated to them, to be made acquainted with the 
duties enjoined by religion and morality, and widi 
the circumstances which occasion that gradatkni of 
ranks and inequality of fortunes that usually exist: 
And they should, above all, be impressed, from their 
earliest years, with a conviction of the important and 
undoubted truth, that they are really the arbiters of 
their own fortune — ^that what others can do (or tibem 
is but as the dust of the balance compared with what 
they can do for themselves — and that the most tole- 
rant and liberal government, and the best institutimiSy 
cannot possibly shield them from povaty and d^nu 
dation, without the exercise of a proper d^ree of pru- 
dence, forethought, frugality, and good conduct on 
their part. That the ultimate effi^t of such a system 
I of education would be most advantageous, there can be 
; no doubt ; though it would be unreasonable to ex- 
I pect, that it should produce any very immediate e£^t 
' on the habits of the multitude. If, however, there 
I is but little room for the formation of sanguine hopes 
i of early improvement, there is none £[>r despondency. 
The harvest of sound instruction may be late, but in 
the end it will be most luxuriant; and will amply re- 
witrd the patriotic efforts of those who are not disc<Mi* 
raged in their attempts to make education embrace 
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objects of real utility* by the difficulties tbey may ex« 
peot to encounter at tbe comn^ncement and during 
die progress of their labours. 

Mr Sumner has excellently observed, in reference 
to the diffusion of education, tlmt — " Of all obstacles 
to improvement, ignorance is tbe most formidable, be- 
cause the only true secret of assisting the poor is to 
make them agents in bettering Uieir own condition, 
and to supply tbem, not with a temporary stimulus, 
but with a permanent energy. As &st as tbe stand- 
ard of intelligence is raised, the poor become more 
and more able to co-operate in any plan proposed 
for their advantage, more likely to listen to any rea* 
sonable suggestion, more able to understand, and 
therefore more willing to pursi^ it. Hence it fol- 
lows, that when gross ignorance is once removed, 
and right principles are introduced, a great advan- 
tage has been already gained against squalid poverty. 
Many avenues to an improved condition are opened 
to one whose faculties are enlarged and exercised ; 
he sees his own interest more clearly, he pursues it 
more steadily, he does not study immediate gratifica- 
tion at the expence of bitter and late repentance, or 
mortgage the labour of his future life without an 
adequate return. Indigence, therefore, will rarely 
be found in company with good education.*'^ 

III. Circumstances which determine the 
Rate of Proportional Wages. Proportional 

» Records of the Creation, Vol. il. p. 298. 
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] vrng/n, or the ihare of the produce of his mdustry 
fyiimg to the kbourer, depend partly on the mi^* 
nitude of the market or actual rate of wagei at the 
time^ and partly on the difficulty of producing the 
commodities which enter into and really form this 
market rate. Su[qpose, to illustrate this statement, 
that the wages actually paid to the labourers in Eng# 
land, and the United States, are, when reduc^ to 
the standard of wheat, precisely equal : Under these 
circumstances, the condition of the labourer, or his 
power oter the necessaries and luxuries of life, will 
be about the same in both countries ; but the rate 
of prppordonal wages will, at the same time, be 
much higher in England than in the United States ; 
for, owing to the greater fertility of the sdls under 
cultivation in America, the same quantity of labour 
that would there produce 100 quarters of wheat, 
will not probably produce more than 6o or 70 quar» 
ters in England ; and as the labourers, in both coun* 
tries, get the same actual quantity of produce in re- 
turn for a given quantity of work, they are obviously 
getting a greater proportion of the produce of their 
labour 9 and consequently a greater realmlue in Eng- 
land than in the United States. 

It is plain, from this statement, that proportional 
wages may, as was formerly remarked, be increased 
at the same time that wages, if estimated in silver, 
com, or any other commodity, are reduced ; and 
such, in point of fact, is almost uniformly found 
to be the case, when tillage is extended over inferior 
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soils. Wherever tbe best lands only are cnlti^ttted, 
the proportion or share of the produce of industry 
Ming to the labourer, is, generally speaking, raiall ) 
bi^ as labour is, und^ such circumstance^ compara- 
tively productive, a small share of its total produce^ 
gives a large disolute quantity of necessaries and con* 
veaiences : while, in the advanced stages of society, 
and when cultivation is widely extended over lands 
of very inferior fertility, proporticmal wages are 
almost invariably high ; but, owing to the increase 
ed difficulty that then ototins of producmg sup* 
]^e8 of food, these high ]^x>portional wages rare- 
ly affi>rd a large supfdy of necessaries and convenien- 
ces* 



Section VIIL 

Division of the Produce of Industry , under Deduction of Renf, 
hetrveen Capitalists and Labourers — Definition of Profits — 
Mr Bicardo's Theory of Profits ; sense in which it is true — 
Causes tvhick oa^sion a Rise or Fall of Prints — Acatmula- 
turn ^Capital, not a cause ff a Fall of Prqfits-^Ii^ejice 
of the decreasing Fertility of the Soil, and of Taxation on 
Profits. 

Before attempting to investigate the circumstances 
which determine the rate of profit, it is necessary to 
be aware of those which determine the proportion in 
which the whole produce of industry ^ under deduc- 
tion of rent, is divided between labourers and capital- 
ists. 
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Thk latter inquiry may be disposed of in a few 
words. We have seen that the whole produce of 
the land and labour, of every civilized society, is al- 
ways divided, in the first instance, into three, and 
not more than three, portions; — the first of which 
goes to the labourers, the second to the capitalists or 
proprietors of stock, and the third to the landlords : 
And we have also seen, that the portion of the pro- 
duce of industry which belongs to the landlords, or 
the rent of land, is altogether extrinsic to the cost of 
production, and that the circumstance of the land- 
lords' consenting to give it up, would not occasion 
any change in the productiveness of industry, or any 
reduction in the price of raw produce. Supposing, 
then, that rent is deducted or set aside, it is obvious 
that all the remaining produce of the land ^nd la- 
bour of every country must be primarily divided be- 
tween the two great classes of labourers and capita- 
lists. And it is further obvious, that if there were 
no taxes in a country, or if the rate of taxation was 
invariable, the proportion of the whole produce of 
industry, under deduction of rent, falling to the 
share of the labourers, could not be increased except 
by an equivalent reduction in the proportion falling 
to the share of the capitalists, and vice versa. Sup- 
pose, still better to illustrate this position, that the 
whole produce of industry in Great Britain is re- 
presented by the number 1000 : Suppose, farther, 
that the landlords got SOO of this sum as rent, and 

that the remaining 800 is divided, in equal portions, 
11 
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between ]abourers and capitalists. Under these cir- 
cumstances, it is quite obvious, that nothing can be 
added to the prc^rtion of the produce, or to the 
400 failing to the labourers, except at the expence 
of the capitalists ; nor to the proportion, or 400 fall- 
ing to the latter, except at the expence of the for- 
mer. 

Whether the 800 were increased to l600, or re- 
duced to 400, so long as those between whom it 
must be divided receive the same proportional shares, 
their relative condition must continue the same. 
And hence the propriety of the distinction between 
proportional and real wages, or wages estimated in 
money or in quantities of produce. If the produc* 
tiveness of industry were to diminish, proportional 
wages might rise, notwithstanding that real wages, or 
the absolute amount of the produce of industry falling 
to the share of the labourer, might be diminished : 
and if, on the other hand, the productiveness of in- 
dustry were to increase, proportional wages might be 
diminished, while real wages might, at the same time, 
be increased. 

It is undeniably certain, therefore, that, wherever 
taxation is either unknown or constant, the whole pro- 
duce of industry, under deduction of rent, is divided 
between capitalists and labourers ; and that the pro- j 
portion of that produce falling to either party, varies 
inversely to the proportion falling to the other — ^that 
is, the proportion falling to the capitalists is increased 
when that falling to the labourers is diminished, and 
diminished when it is increased. 
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^ But the prf^ accruing to the oapitaliate is difi^- 
ent and totally distinct from the proportiou of the pro- 
duce of industry idling to their share. Profits ocmast 
of tiiie eiLcess of the commodities produced by the ex- 
p^Kliture of a given quantity of capital over that 
quimtity of capitid ; and are always measured in 
idiquot parts of the capital employed in productimu 
Suppose that an individual employs a oaptal of a 
1000 quarters of wheat in the cultivation of a farm — 
700 quarters being laid out in the payment of wi^e8> 
and 300 in seed and other outgoings : Su^>o8e now 
that the return to this capital is lUtOO quarttts: 
Under these circumstances, the proportion of the 
produce of industry^ falling to the share of the la- 
bourers, will be to that fiilUng to the share of the 
capitalist as 7 to ^. But of the 500 quarters fiddl- 
ing, in the first instance, to the capitalist, WO 
only are profits, 800 bduog required to replace 
the quantity he had expended in seed, &c* In this 
case, therefore, the rate of profit would be said 
to be 20 per cent, j — ^meaning, that the quantity 
of produce belonging to the capitalist, after all thti 
has been laid out in its production is fully replac- 
ed, amounts to 20 per cent, of the capital be employ- 
ed. 

It is very commonly supposed, that prints depend 
on exchanges ; but this is an error. The boot- 
maker, for example, who sells boots at 50s. which 
only cost him 40s. of outlay, does not make his 10s. of 
profit at the expence of bis customers. He produ- 
ces, in a given time, a quantity of boots equivalent 
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tof i>T worth ill 8iiTer» 60^. while the various expen* 
•68 to which h^ is necessarily put in the manufiic- 
ture €i these boots^ only amount^ when rated in the 
same medium, to 4iOs. But the very same thing 
will be taking ^ace amoi^ his customers, they will 
all be making the same rate of profit in their re^ec^ 
tive businesses ;— that is, they will be producing 
qoanttti^s equal to 60^ by im outlay of 40 ; and, conr 
sequendy, in exchanging ^ver for boots, the one 
party gains nothing at the expence of the other. 
Profit is in every case the result of more being pro- 
duced in a given period, than is consumed in that 
period. And the advantage that is found in exchang- 
ing one C(nnmodity for another, consists entirely in 
its enabling labour to be divided, and commodities to 
be produced^ in the best and most expeditious man- 
ner^ 

Mr Ricardo has endeavoured to show, in one of 
the most original and ingenious chapters of bis work, 
that the rate of prqfit depends entirely on the pro- 
portion in which the produce of industry, under de- 
duction of rent, is divided between capitalists and la- 
bourers ; that a rise of profits can never be brought 
about, except ^ a fall of proportional wages^ nor a 
fall of profits, exc^ bj/ a correspondii^ rise of pro- 
portional wages. It is evident, however, that this 
theory is universally true, only in the event of our 
attadiing a difft^rent sense to the term profits^ from 
wint is usually attached to it ; and supposing it to 
mean the real value of the a^itire portion of the pro- 
duce of indnstry, filing, in the first instance, to the 
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share of the capitalist, without reference to the pro^ 
portion which the magnitude of this produce bears 
to the magnitude of the capital employed in its pro- 
duction. Thus understood, Mr Ricardo's theory 
holds universally ; and, on this hypothesis, it would 
follow, that, so long as the proportion, in whidi the 
produce of industry, under deduction of rent, is di- 
vided between capitalists and labourers, continues ike 
same, no conceivable increase or diminution in die 
powers of production, could occasion any variation 
in the rate of profit. But, if we consider profits, in 
the light in which they are invariably considered in 
the real business of life, — as the portion of the pro- 
duce of industry, accruing to the capitalists in a givra 
period of time, after all the produce expended by 
them in production during the same period is fully 
replaced, it will immediately be seen, that there are 
very many exceptions to Mr Ricardo*s theory. 

It will facilitate the acquisition of clear and precise 
ideas respecting the circumstances which determine 
the rate of profit, in the common acceptation of the 
term, if we confine our attention, in the first place, 
to an investigation of the circumstances that deter- 
mine agricultural profits — both because these profits 
admit of being accurately measured, and because a^- 
culture is a branch of industry that must be carried 
on at all times, and under all circumstances. It is 
plain, however, that it would not be carried on, if it 
did not yield as great a return to the capital invested 
in it, as other businesses ; and it is equally plain, that 
these other businesses would not be carried on, if 
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they yielded a less return than is derived from agricul- 
ture. It necessarily follows^ therefore, that the ave- 
rage returns obtained from agricultural industry, or 
agricultural profits,. must be identical with there- 
turns, or profits obtained from all other businesses. 
Whenever, for example, the average return to an 
outlay of capital or labour worth 100 quarters of 
wheat, employed in the cultivation of the soil, amounts 
to 110 quarters, we shall know, that L.100 employed 
in manufactures, must be yielding L.llO also : For, 
a regard to their own interest will not permit those 
engaged in those d^artments, to prosecute them for 
less profit, than is obtained in agriculture ; and the 
competition of the agriculturists, will not permit them 
to obtain more. 

Takings then, as we are entitled to do, agricultu- 
ral profits for a standard of all other profits, let us 
suppose that a landlord employs a capital equal in 
value to 10,000 quarters, or L. 10,000, in the cul- 
tivation of his estate ; that he expends 5000 quar* 
ters, or L. 5000 of this capital in seed, in the keep- 
ing of horses, and in defraying the necessary wear 
and tear of implements and machines; and 5000 
quarters, or L.5000, in paying the wages of his la- 
bourers« — Suppose now that the return obtained by 
this landlord is 12,000 quarters, or L.12,000; of 
which 10,000 quarters, or L. 10,000, goes to re- 
place his capital, and 1000 quarters, or L.1000» to 
pay his taxes, leaving 1000 quarters, or L.1000 as 
profits {—which is 10 per cent, on the capital em- 
ployed. It is plain from this case, and this case is, 

A a 
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in point of principle, the actual case of every culti- 
vator in the worlds that the rate of profit may be in- 
creased in three — ^but only in one or other of three 
— ^ways, viz. (I) by a fell of wages, (2) a fall of taxes, 
or (S) an increased productiveness of industry. 

Thus, it is obvious, (1) that if wages were reduced 
from 5000 to 4000 quarters, profits, supposing other 
things to be invariable, would be increased from 
1000 to 2000 quarters, or from 10 to 20 per cent. : 
If (2) the burden of taxation, were reduced frt>m 
1000 to 500 quarters; [oofits would be increased from 
1000 to 1500 quarters, or frcmi 10 to J5 per cent. 
And if (3) owing to the introduction of an improved 
system of agriculture, the return to a capital of 10,000 
quarters, were increased from 12,000 to 13,000 quar- 
ters, profits, supposing wages still to amount to 
5000, and taxes to 1000 quarters, would be increas- 
ed to 2000 quarters, or to 20 per coit. : And tfaoi^h, 
in this case, after the increased productiveness of in- 
dustry had taken place, wages would form a less juro- 
portion of the whole produce of industry than they 
had done previously, it is to be observed, that this 
diminished proportion is the consequence^ and not 
the cause of profits having risen ; and, therefore, in 
such cases as this, and they are of very frequent oc- 
currence, it is true to say, that the fall of propor- 
tional wages has been occasioned by the rise of [h-o- 
fits ; but the converse of the proposition is not Uiie, 
for profits rose from causes that had nothing what- 
ever to do with wages, and which were, in fact, to- 
tally indet>endent o( them. 
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It 18, indeed, oertain, inasmuch as the rise of pro* 
fits has been occasioned by an increased productiTe- 
ness of industry, that the real value of the 18,000 
quarters will not exceed the rea/ value of the 12,000 
previously obtained by the same quantity of labour : 
But profits, in the sense in which they are common* 
ly understood, and as I now understand them, do 
not depend on real values, but on the excess of the 
commodities produced above those expended in pro« 
duction \ and, whenever this excess is augmented 
without any previous depression in the rate of wages, 
it is evident the rate of profit has been increased by 
the operation of causes extrinsic to variations in the 
rate of wages. 

Nor is this all. The rate of profit might really 
remain stationary, though the proportion of the pnv* 
duce of industry falling to the share of the labourer 
were actually increased. Suppose, to exemplify this, 
that a landlord employs 1,000 quarters of wheat aa a 
capital, 500 of which are laid out in seed, keep of 
horses, &c. and 500 in paying wages ; if the produce 
is 1,200 quarters, and the taxes to which he is sub- 
jected 100, his profits will amount to 100 quarters, 
or to 10 per cent. Suppose now, that, owing to the 
introduction of improved machinery, and improved 
methods of culture, the same landlord only requires 
to employ 400 quarters of capital in seed, keep of 
horses, &c. but that wages rise from 500 to 600 
quarters, and that the same return is obtained ; in 
this case, supposing taxation to have contined con- 
stant, the profits of the landlord will be exactly the 
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name as in die former case, though proportional 
wages have riaen from 5-12tbs to 6-12ths of tfie 
whole prioduce. 

It may be said, howerer, that if this increased 
productiveness was confined to agriculture, and did 
not extend to most other important businesses, the 
price of agricultural produce would fall, while t^at 
of other produce would remain stationary ; and that, 
in such a case, the profits of agricultural industry, if 
estimated in money, or in any commodity other than 
com, would be diminished in consequence of the 
rise of vmges. This is true ; but Mr Ricardo has 
made no exception, in laying down his theory, in 
favour of those possible, and indeed frequently oc- 
eurring cases, when, from any single circumstance, 
or combination of various circumstances, industry 
becomes generally more productive, and when, con* 
sequently, profits, estimated either in money, com, 
doth, or any commodity usually demanded, would 
have risen, without their rise having been occasion- 
ed by a fell of wi^es. And it is also trae, that an 
increased productiveness of agricultural industry, 
whether it has been caused by the introduction of 
an improved system of agriculture, or by the repeal 
of restrictions on the importation of com into a com- 
paratively populous country, necessarily extends it- 
self to other businesses, and has the efffect to bring 
about a universal rise of profits : For, as raw produce 
must always form the principal part of the labourer's 
subsistence, and as his proportional wages must, in 
consequence, be mainly regulated by the quantity of 
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it that he rec^ves^ his employers are able, after 
cdm has fellen in price, to furnish him, at a less cost, 
with the same qumtity of necessaries and convenimi- 
ces he previously obtained. The rate of profit 
will thus be universally increased ; while it is ob* 
vious that the greater productiveness of agricultural 
industry is the cause both of this increase of profit, 
and of the fall of proportional wages. 

When industry, instead of becoming more pro- 
ductive, becomes less so, the opposite e£Pects foU 
low. Profits then fall, without any fall having pre- 
viously taken place in the rate of wages. 

It is evident, therefore, that the proposition that 
a rise of profits can never be brought about otherwise 
than by a fall of wages, nor a fall of profits otherwise 
than by a rise of wages, is true only in those cases in 
which the productiveness of industry remains con* 
stant. So long as this is the case, or, which is the 
same thing, so long as the same capital is employed, 
and the same quantity of produce has to be divided 
between capitalists and labourers, it is impossible the 
share of the one can be increased without that of the 
other being diminished : And it is also true, that if 
profits d^nded on the proportion in which the 
produce of industry is divided between capita- 
lists and labourers, they could not be affected by 
variations in its productiveness, but would be de- 
termined wholly by the state of proportional wages. 
But ! profits depend on the proportion which 
they hear to the capital hy which they are pro- 
duced^ and not on the proportion which they 
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bear to wages. Suppose an individual employs a ca- 
pital of 1000 quarters^ or a L.1000 ia cultivatbn, 
that he lays out the half of this capital in the paym^t 
of wages, and obtains a return of 1200 quarters, or 
L.1200 } in this case, assuming he is not affected by 
taxation, his profits will amount to 200 quarters, or 
L.200, being at the rate of «0 per cent, and will be 
to wages in the proportion of S to 5. Suppose now 
that the productiveness of industry is universalbf 
doubled, and let it be farther 8ui^K)8ed, that the ad- 
ditional 1200 quarters, or L. 1200, is divided be- 
tween the capitalist and his labourers in the former 
proportion of 2 to 5, or that the capitalist gets 343 
quarters, or L.343 of additional profits, and the Isr 
bourers 857 quarters, or L.857 of additional wages : 
In this case, both parties will still obtain the same 
proportions of the produce of industry as before; and 
if we look only to d^m, we must say that neither 
profits nor wi^s have risen. But, when we com- 
pare, as is invariably done in estimating profits, tl^ 
return obtained by the capitalist with the capital 1^ 
employs, it will be found, notwithstanding propor- 
tional wi^es have remained constant, that the rate (^ 
jj^fit has increased from 20 to 54 per cent 
^ Thus, then, it appears, as was previously stat- 
ed, that profits may rise in one or other of three 
ways, viz. either (1) from a fall of wages, or (2) 
from a fall of taxes affecting them, or (3) frcmi an 
increased productiveness of industry i and they will 
fall, either (1) from a rise of wages, or (2) from an 
increase of taxes, or (3) from a diminished produc* 
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tivenes9 of industry. But they can neither rise nor 
Mlf except from the operation of one or other of the 
causes now stated. 

It is consistent with universal experience, that 
profits are invariably much higher in colonies, and 
thinly-peopled countries, than in countries that have 
been long settled, and where the population is com- 
paratively dense ; and that, when reference is made 
to periods of average duration, their uniform ten- 
dency is to fall in the progress of society. This sink- 
ing of profits in rich and populous countries has been 
ascribed by Dr Smith to the competition of capi- 
talists. He supposed that, when capital is augment- 
ed, its owners endeavour to encroach on each others 
employments ; and that, in furtherance of their bb« 
ject, they are tempted to offer their goods at a lowtf 
price^ and to give higher wages to their workmen ; 
which would have a twofold effect in reducing pro- 
fits. This theory was long universally assented to. 
It has been espoused by M.M. Say, Sismondi, and 
Storch, by the Marquis Garnier, and, with some 
trifling modifications, by Mr Malthus. But, not- 
withstanding the deference due to these authorities, 
it is easy to see, that the principle of competition 
could never be productive of a general fall of pro- 
fits. Competition prevents any one individual, or 
set of individuals, from monopolizing a particular 
branch of industry ; and reduces the rate of profit 
in different businesses nearly to the same level ; but, 
that is its whole effects Most certainly, competi- 
tion has no tendency to lessen the productiveness of 
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\ industry^ or to niiae the average rate of wages, or the 
late of taxation; and if it can do none of these 
things, it is quite impossible it can lower profits. 

: So long as th^ individual who employs a capital of 
1000 quarters, or L. 1000, obtains from it a return 
of 1200 quarters, or L. 1200, of wliich he has to pay 
100 quarters, or L. 100, as taxes, so long will his 
profits continue at 10 per cent., whether he has the 
market to himself, or has 50,000 competitors. It is 
t not competition, but it is the increase of taxation, 
and the necessity under which society is placed of 
resorting to soils of a decreasing degree of fertility 
to obtain supplies of food to feed an increasing popu- 
lation, that are the great causes of that reduction in 
the rate of profit which uniformly takes place in the 
progress of society. When the last lands taken into 
cultivation are fertile, there is a comparatively large 
amount of produce to be divided between profits and 
wages i and both profits and real wages may, in con- 
sequence, be high. But, with eveiy successive di- 
minution in the fertility of the soils to which recourse 
must be had, the quantity of produce obtained by a 
given quantity of capital and labour must necessari- 
ly be diminished : And this diminution will obvious- 
ly operate to reduce the rate of profit — (1) by lessen- 
ing the quantity of produce to be divided between 
the capitalist and the labourer, and, (2) by increas- 
ing the proportion falling to the share of the latter. 
The eflPect of the decreasing productiveness of the 
soil, as well on the condition and fortunes of society 
in general, as on the rate of profit, is so very power- 
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Ally that I shall endeavour to trace and exhibit its ope- 
ration a little more fully. It has already been shown, in 
treating of Population, that the principle of increase 
in the human race is so very strong, as not only to 
keep population steadily up to the means of subsist- 
ence, but, generally speaking, to give it a tendency^ 
to exceed them. It is true that a peculiar combination^ 
of favourable circumstances may occasionally cause 
capital to increase faster than population, and wages 
will in consequence be augmented : But such aug- 
mentation is rarely permanent; for the additionalj 
stimulus it is sure to give to the principle oi 
population, seldom fails, by proportioning the sup- 
ply of labour to the increased demand, to re- 
duce wf^es to their old level. If, therefore, it 
were possible always to employ additional capital 
in the raising of raw produce, in the manufacturing 
of that raw produce when raised, and in the con- 
veyance of the raw and manufactured products 
from place to place, with an equal return, it is 
evident, supposing taxation to continue invariable, 
that, generally speaking, no conceivable increase of 
the national capital could occasion the slightest fall 
in the rate of profit. So long as labour can be ob- 
tained at the same rate, and so long as the produc- 
tive power of that labour is not diminished, so long 
must the profits of stock continue unaffected. It is 
evident, then, that the mere increase of capital has of 
itself no lasting eifect on wages, and it must obvious- 
ly be the same thing, in so far as the rate of profit is 
concerned, whether ten, or ten thousand millions be 



Digitized 



by Google 



d78 CIRCUMSTANCES WHICH DETERMINE 

employed in the cultivation of the soil, and in the 
manu&ctures and commerce of this or any other 
kingdom ; provided the last million so employed be 
as productive, or yields as large a return as the fir^. 
Now this is invariably the case with the capital em« 
|>loyed in manufactures and commerce. The great- 
est possible amount of capital and labour may be em- 
ployed in fashioning raw produce and adapting it to 
our use, and in transporting it from where it is pro- 
duced to where it is to be consumed, without a di- 
minished return. If a given quantity of labour will 
now build a ship of a given burden, or construct a 
machine of a given power, it is certain that an equal 
quantity of labour will, at any future period, be able 
to build a similar ship, or to construct a similar ma- 
chine; and it is also certain, that although these 
ships and machines were indefinitely multiplied, 
the last would be equally well adapted to every 
useful purpose, and equally serviceable as the first. 
The probability, indeed, or rather, the certainty 
is, that the last would be much more serviceable 
than the first. No possible limits can be as- 
signed to the powers and resources of gonitis, nor 
consequently to the improvement of machinery, and 
of the skill and industry of the labourer. Future 
[ Watts, Arkwrights, and Wedgwoods will arise ; and 
I the stupendous discoveries of the last and present 
age will doubtless be equalled, and perhaps surpas- 
sed, in the ages that are to come. It is, therefore, 
clear to demonstration, that if equal quantities of ca- 
pital and labour could always raise equal quantities 
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(^ rem produce^ the utmost additi(ms to the capital 
of the nation could never lessen the capacity to em- 
ploy that capital with advantage, or sink the rate of 
profit. But here, and here only, the bounty of Na- 
ture is limited, and she deals out her gifts with a 
frugal and parsimonious hand. 



'Pater ipse colendi 



Haudfacilem esse viam voluit- 



Equal quantities of capital and labom* do not al- 
ways produce equal quantities of raw produce. The 
8(hI is of limited extent, and of still more limited fer- 
tility ; and it is this limited fertility that proves the 
only real check — ^the only insuperable obstacle — 
which pirevehts the means of subsistence, and, conse- 
quently, the inhabitants, of every country^ from in- 
creasing in a geometrical proportion, until the space 
required for carrying on the operations of industry 
should become deficient. 

But it is easy to see, that the decreasing produc- ] 
tiveness of the soils to which every improving society^ 
is obliged to resort, must not, as was previously ob- 
served, merely lessen the quantity of produce to 
be divided between profits and wages, but must also 
increase the proportion of that produce falling to 
the share of the labourer. It is utterly impos- 
sible to go on increasing the cost of raw produce, 
the principal part of the subsistence of the la- 
bourer, by taking inferior lands into cultivation, 
without also increasing his wages. A rise of wages 
is seldom indeed exactly coincident with a rise in the 
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price of necessaries, but they can never be very £Eir 
separated. The price of the necessaries of life is in 
fact the cost of producing labour. The labourer 
cannot work if he is not supplied with the means of 
subsistence — and although a certain period of vary- 
ing extent, according to the circumstances of the 
country at the time, must generally elapse, when ne- 
cessaries are rising in price, before wages are pro- 
portionally augmented, such an augmentation must 
certainly be brought about in the end. 

It is plain, therefore, inasmuch as there is never 
any falling off, but a constant increase^ in the pro- 
ductiveness of the labour employed in manu&ctur- 
ing and commercial industry, that the subsistence of 
the labourer could never be increased in price, and, 
consequently, that no additions could ever be made 
to his necessary wages — that is, to the wages requir- 
ed to enable him to subsist and continue his race — 
were it not for the diminished power of agricultural 
labour, originating in the inevitable necessity under 
which man is placed, of resorting to poorer soils to 
obtain increased supplies of raw produce. The de» 
creasing fertility of the soil is therefore, at bottom, 
the great and only necessary cause ofafallqfprqfit^. 
The quantity of produce forming the return of capi- 
tal and labour would never diminish, but for the di- 
minution that uniformly takes place in the produc- 
tiveness of the soil : nor is there any other physical 
cause in existence why the proportion of wages to 
profits should be increased, and the rate of profit di- 
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minished, as it uniformly is, in the progress of so- 
ciety. 

I have thus endeavoured to exhibit the ultimate 
and certain eflFect which the necessity of resorting to 
poorer lands for supplies of food to feed an increas- 
ing population, must always have on profits and 
wages. But though this cause of the reduction of^ 
profits be of such magnitude and power as jinaU ; 
Ij) to overwhelm every other ^ * its operations may ' 
be, and indeed frequently are, counteracted or fa- ] 
cilitated by extrinsic causes. It is obvious, for ex- \ 
ample, that every new discovery or improvement in \ 
agriculture, which enables a greater quantity of pro- 1 j 
duce to be obtained for the same expence, mustf j 
really have the same effect on profits as if the supply; / 
of superior soils had been increased, and may, for a/ 
considerable period, increase the rate of profit. 

Had the inventive genius of man been limited in 
its powers, and had the various niachines and imple- 
ments used in agriculture, and the skill of the hus- 
bandman, at once attained to their utmost perfection, 
the rise in the price of raw produce, and the fall of 
profits consequent upon the increase of population, 
would have been much more apparent and obvious. 
When, in such a state of things, it became necessary 
to resort to poorer soils to raise an additional quan- 
tity of food, a corresponding increase of labour would 
plainly have been required-— for, on this supposition, 
no improvement could take place in the powers of the 

*■ Malthus's Principle* ofPdliiical Economy, &c. p. 317' 
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labourer himsdf. Having already reached the p^- 
\ fection of his art, a greater degree of animal exertkin 
could alone overcome fresh obstacles. More labour 
would, therefore, have been necessary to the produc- 
tion of a greater quantity of food ; and it would 
have been necessary in the precise prq)ortion in 
which the quantity of food was to be increased. So 
that it is plain, if the arts had continued in this sta- 
tionary state, that the price of raw produce would 
have varied directly with every variation in the qua- 
lities of the soils successively brought under tillage. 
\ But the circumstances regulating the real and ex- 
\ changeable value of raw produce in an improving 
society, are extremely different. Even there, it has, 
as has been shown, a constant tendency to rise ; for, 
the rise of profits consequentupon every improvement, 
by occasioning a greater demand for labour, gives a 
fresh stimulus to papulation, and thus by increasing 
the demand for food, again inevitably forces the cul- 
tivation of poorer soils, and raises (Hrioes. But it is 
evident, that these effects of this great law of miture, 
from whose all-pervading influence the utmc^t efforts 
\ of human ingenuity can never enable man to escape, 
are rendered less palpable and obvious in conse- 
quence of improvements. After inferior soils are 
cultivated, more labourers are, no doubt, required to 
raise the same quantities of food ; but, as the powers 
of the labourers are improved in the progress at so- 
ciety, a smaller number is required in proportimi to 
the whole work to be performed, than if no such im- 
provement had taken place. It is in this way that 
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the natural tendency to an increase in the price of / 
raw produce is counteracted in the progress of socie- ' 
ty. The productive energies of the earth itself gra- 
dually diminish, and we are compelled tP resort to 
soils of a constantly decreasing degree of fertility ; 
but the productive energies of the labour employed j 
to extract produce from these soils, are as constantly ' 
augmented by the discoveries and inventions that 
are always being made. Two directly opposite and 
continually acting principles are thus set in motion. 
From the operation of fixed and permanent causes, 
the increasing sterility of the soil must, in the long- 
run, overmatch the increasing power of machinery 
and the improvements of agriculture — and prices 
must experience a corresponding rise, and profits a 
corresponding fall. Occasionally, however, improve- 
ments in the latter more than compensate for the de- 
terioration in the quality of the former, and a fall of 
prices and rise of profits take place, until the constant 
^assure of population again forces the cultivation of 
poorer lands. 

The previous reasoning, in so far as the general 
principle is concerned, is equally applicable to the 
commercial world, or to any single nation. It 
is quite plain, however, that the fall in the rate of 
profit, and the consequent check to the progress of 
society originating in the necessity of resorting to 
poorer soils, will be more severely felt in an improv- 
ii^ country, which excludes foreign com from her 
markets, than in one which maintains a free and un- 
fettered intercourse with her neighbours. A highly 
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manufacturing and commercial country, like Eng- 
land, which should deal with all the world on fair 
and liberal principles, could avail herself of all those 
capacities of production with which Providence has 
endowed different countries ; and, besides obtaining 
supplies of food at the cheapest rate at which they 
can be raised, the numberless markets to which she 
could resort, would prevent her from feeling any 
very injurious consequences from the occasional fail- 
ure of her own harvests, and would not only secure 
her constant plenty, but, what is of hardly less im- 
portance, constant steadiness of price. Such a na- 
tion would have the foundations of her greatness 
established on a broad and solid basis ; for they 
would rest, not on the productive energies of her 
own soil only, but, on those of all the countries 

^ of the world ; nor is there any natural and necessa- 
rily operating cause, why her profits should be re^ 

\\ \ duced, and she should get clogged in her progress, 
-' until the general increase of population had forced 
the cultivation of inferior soils, in all the countries 
whence she had been in the custom of drawing a por- 
tion of her supplies. And even then, she would not 
be surpassed by her neighbours ; her progress would 
only be retarded by the same cause which must also 
retard theirs ; her relative power would not be im- 
paired ; and should new markets be opened, or new 
discoveries made in agricultural industry, in any quar- 
ter of the world, she would reap her full share of the 
advantage, and be renovated and strengthened for a 
new career of exertion. 



Digitized 



by Google 



THE RATE OF PROFIT. 385 

A relative lowness in the rate of profit in a parti- 
cular country, not only lessens its power to accumu- 
late capital, or to add to that fund by which its po« 
pulation and industry must always be regulated ; 
but it also creates a strong temptation to transmit 
a part of it to other countries. The rate of pro- 
fit has a constant tendency to equalize itself. The 
same principle that would prevent the employment 
of capital in Yorkshire, if it did not yield as great a 
rate of profit there as in Kent or Surrey, regulates its 
distribution among the di£Perent countries of the^_ 
world. It is true that the love of country — the thou- 
sand ties of society and friendship— the ignorance of f 
foreign languages, and the desire to have our stock 
employed under our own inspection, would make a 
greater difference in the rate of profit necessary to oc- 
casion a transfer of capital from one country to ano- 
ther, than from one province of the same country to 
another. But this love of country has its limits. The 
love of gain is a no less powerful and constantly 
operating principle ; and if capitalists are once as- 
sured that their stock can be laid out with tolerable 
security, and with considerably greater advantage, in 
foreign states, an efflux of capital, to a greater or less 
extent, will certainly take place. 

The rate of taxation has, throughout this discussion, 
been supposed to be invariable. It is plain, however, 
that when it is increased, such increase must either 
immediately fall wholly on profits or wages, or partly 
on the one, and partly on the other. If it falls on 
profits, it must make an equivalent deduction from 

Bb 
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them ; and if it fails on wages, it must proportionally 
depress the condition of the great mass of the people. 
There are limits, however, and those not very re- 
mote, to the power of the labourer to pay taxes ; and 
whenever these limits have been attained, they must 
entirely fall on profits. It has, therefore, been oiost 
justly and truly observed by Dr Smith, that a heavy 
taxation has exactly the same effects as an increased 
barrenness of the soil, and an increased inclemency 
of the heavens. 

It was the excessive weight of taxation that was 
the real cause of the lowness of profits in Holland, 
and oonsequently of the decline of her manufacturing 
and commercial prosperity. Notwithstanding the 
rigid and laudable economy of her rulers, the vast 
expence which the republic incurred in her revolu- 
tionary struggle with Spain, and in her subsequent 
contests with France and England, having led to the 
contraction of an immense public debt, she was 
obliged, in order to provide funds for the payment 
of the interest and other necessary chai^ges, tQ lay 
heavy taxes on the most indispensable necessaries.* 
Amoi^ others, high duties were laid on foreign com 

♦ In 1579, at the Union of Utrecht, the interest of the pub- 
lie debt of the province of Holland amounted to only 117,000 
florini ; but so rapidly did it increase, that, in 1655, during the 
administration of the famous John De Witt, the^ States were 
compelled to reduce the interest from 5 to 4 per cent., and 
yet, notwithstanding this reduction, it amounted, in 1678, to 
7,107,000 florins ! See Metelerkamp, Statistique de la Hoi- 
lande, p. 203. 
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when imported, on flour and meal when ground at 
the mil), and on bread when it came from the oven. 
Taxation affected all the sources of national wealth ; 
and so oppressive did it ultimately become, that it 
was a common saying at Amsterdam, that every 
dish of fish brought to t^ble, was paid once to the 
fisherman, and stj: times to the state ! Wages being 
necessarily raised so as to enable the labourers to sub- 
sist and continue their race, the weight of these enor- 
mous taxes fell almost wholly on the capitalists. Pro- 
fits being in consequence reduced below their level in 
other countries, the prosperity of Holland gradually 
declined ; and her capitalists were tempted to employ 
their stocks in other countries rather than at home. 
*^L* augmentation sticcessive des impdts, que ksp^^ 
ments des interels^ et les remboursements ont rendu 
indispensable, a detruit une grande partie de PifU 
dustrie^ a diminue le commerce, a diminti4 oujbrt 
altefe P^tatjlorissant ou ^toit autrefois ta popular 
tion, en resserrant chez le peuple les mot/em de sub- 
sistence" ♦ 

* Rkkesse de la HoUande, Tome II. p. 179. This wmk 
oantdins a gr^t d«al (^ most valuable infonnation. Tb^ au* 
thoT, (M« de Luzac^) mentions^ that the HoUanders had^ in 
1778, about 1500 millions of livres (62 millions Sterling) in 
the public funds of France and England ! — See also^ on the 
subject of the taxation of Holland^ a Memoir on the Means of 
Amending and Redressing the Commerce of the Republic, 
drawn up from informatibn communicated by the best inform- 
ed merchants^ and published by order of the Stadtholder^ Wil« 
liam IV* Prince of Orange, in 1751. This Memoir was trans- 
lated into English, and published in London in the same year. 
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No people have any reason whatever to be alarm* 
ed at the effects of competition in any department 
of industry, for instead of losing, they are always 
sure to gain by every discovery which tends to 
facilitate production, or to reduce cost. It is not 
by improvements among their neighbours, but by a 
decline in the productiveness of industry at home 
—a decline which will always be indicated and cor- 
rectly measured by the fall of profits it must in- 
fallibly occasion — ^that either their absolute or re- 
lative situation can ever be injuriously affected. 
But every such fall of profits will undoubtedly 
tend to sink them in the scale of national power 
and importance, and to enable their rivals to outstrip 
them in the career of wealth and greatness. Nei- 
ther the skill and industry of the most intelligent 
and persevering artisans, nor the most improved and 
powerful machinery, can permanently withstand the 
paralysing and deadening influence of a relatively low 
rate of profit — And, let it never be forgotten, that 
such relative lowness must necessarily be produced by 
every system or regulation, which, by excluding fo- 
reign corn or otherwise, forces the premature culti- 
vation of poor soils at home, and artificially raises 
prices ; and can only be prevented by acting on a li- 
beral commercial system, and enforcing the strictest 
economy in the public expenditure. 
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POLITICAL ECONOMY. 



PART IV. 

CONSUMPTION OF WEALTH. 

Haying, in the previous parts of this work, endea- 
voured to explain the means by which labour is faci- 
litated, and wealth produced, and to investigate the 
laws regulating its distribution among the varions 
classes of society, we come now to the fourth and last 
division of our subject, or to that which treats of the 
Consumption of Wealth. 

D^nition of Consumption — Consumption the end of Produo 
tion — Test of Advantageous and Disadvantageous Consump^ 
tion — Injurious operation of Sumptuary Laws — Advantage 
of a Taste for Luxuries — Error of Dr Smith's Opinion with 
respect to Unproductive Consumption — Error of those who 
contend, that to facilitate Production it is necessary to en- 
courage Consumption — Consumption of Governmenti^Con'' 
elusion. 

It was formerly shown, that, by the production of 
a commodity was not meant the production of mat- 
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ter, for that is the exclusive prerogative of Omnipo- 
tence, but the giving to matter already in existence 
such a shape as might fit it for ministering to our 
wants and enjoyments. In like manner, by consump- 
tion is not meant the consumption, or annihilation of 
matter, for that is equally impossible as its creation, 
but merely the consumption or annihilation of those 
qualities which render commodities useful and de- 
sirable. To consume the products of art and indus- 
try is, therefore, really to deprive the matter of which 
they consist of the utility, and consequently of the 
exchangeable value communicated to it by labour. 
And hence we are not to measure consumption by 
the magnitude, the weight, or the number of the pro- 
ducts oonsomed, but exclusivtly bjf their vabie. 
Large consumption is the destruction of ho^ value^ 
however small the bulk in which dint value may hap<^ 
p«n to be oompreised* 

CoD8ump(ioD,in the sense in which theword is used 
by Political Econcmiists, is synonymous with use. We 
produce commodities only that we may be able to use 
or consume them. Consumption is the great end 
and object of all human industry. Production is 
merely a means to attain an end. No one would pro- 
duce were it not that he might afterwards consume. 
All the products of art and industry are destined to 
be consumed, or made use of; and when a commodi- 
ty is brought into a state fit to^ be used, if its con- 
sumption be deferred, a loss is incurred. All pro- 
ducts are intended either to satisfy the immediate 
wairts, or to add to the enjoyments of their produ* 
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c&s ; or they are intended to be employed fen: the 
purpose of reproducing a greater value than them* 
selv^. In the^W^ case, by delaying to use them, it 
18 plain we either refuse to satisfy a want, <^ deny 
ourselves a gratification it is in our power to obtain ; 
>• — andt in the second^ by delaying to use them, it is 
equally plain we allow the instruments of production 
to lie idle, and lose the profit that might be derived 
from their employment. 

But, although all commodities are produced only 
to be consumed, we must not fall into the error of 
suf^sing^ that all consumption is equally advantage* 
(His to the individual or the society* It is, however, 
exceedingly difficult to draw a distinct line of de* 
marcation between advantageous or disadvantageous! 
or, as it is more commonly termed, productive and 
unproductive consumption. In so far, however, aS 
the public interests are involved, and it is such only 
that we are now called upon to consider, all con* 
sumption of the products of art and industry may be 
held to be productive if it occasions, whether direct^ 
ly or indirectly, the production of the same or of a 
greater quantity of equally valuable products, and 
unproductive if it has not that effhcL The mere 
fact of a commodity being consumed for a particular 
purpose, or, in a particular way, will not authorize us 
to affirm, without farther inquiry, that its consump- 
tion has been advantageous, or the reverse. Before 
we can decide on such a point we must take into 
view, and carefully examine the remote as well as the 
immediate effects of the consumption. It would 
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not) for example, be enough to prove, that a certaon 
amount of wealth had been productively employed, 
to be told, that it had been laid out in the improve- 
m^it of the soil, in the excavation of a canal, or in 
any similar undertaking ; for it might have been laid 
eut injudicioi^Iy, or in such a way that it could not 
reproduce itself. Neither, on the other hand, would 
it be enough to prove, that any given amount of 
wealth had been laid out unproductively, to be told, 
that it had been expended in equipages or entertain- 
ments; for the desire to indulge in this expence 
might have been the cause of the wealth being ori- 
ginally produced, and the desire to indulge in simi* 
lar expence might occasion the subsequent produc- 
ti<m of a still greater quantity. 
~ But, whatever may be the mode in which commo- 
dities are consumed, it is plain, that it is on the ba- 
lance between consumption and reproduction, that 
the advancement or decline of every nation is depen- 
dent. If, in given periods, the commodities pro- 
duced in a country, exceed those consumed in it, the 
means of increasing its capital will be provided, and 
its population will either increase, or the actual num- 
bers will be better accommodated, or both* If the 
y consumption in such periods fully equals the repro- 

duction, no means will be afforded of increasing the 
stock or capital of the nation, and society will be at 
a sttmd. And if the consumption exceeds the re- 
production, every succeeding period will see the so- 
ciety worse supplied ; its prosperity and population 
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will evidently decline,^ and pauperism will gradual- 
ly spread itself over the whole country. _ 



It seems to be impossible to fix on any standard 
toir the regulation of individual expenditure. The 
sentiments of no two persons will ever exactly coin- 
cide with respect to the advantage to be derived from 
any ^ven expenditure of wealth ; and as each must 
be held to be, in his own situation, the best judge of 
what is profitable and advantageous for himself, 
there are no means of deciding who is right or 
who is wrong. The opinions of diflPerent indivi- 
duals necessarily depend more or less on the circum- 
stances under which they are placed. The rich 
man is naturally inclined to give a greater extension 
to the limits of advantageous consumption than the 
man of middling fortune ; and the latter than he 
who is poor. And it is undoubtedly true that a 
man's expences ought always to bear some propor- 
tion to the magnitude of his fortune, his prospects, 
and his station in society ; and that what might be 
proper and advantageous expenditure in one case, 
might be exceedingly improper and disadvantageous 
in another. These, however, are matters with respect 
to which individuals ought to be left at full liberty to 
use their own discretion ; and though a few may waste 
their fortunes in wanton and unprofitable expence, 
we may be assured that the efforts of the vast majori- 
ty will be directed to their increase. 

But, though governments have been generally, or 
rather, perhaps, it should be said, universally, more 
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profuse and lavish than their sufa|«ctS| they have very 
frequently enacted sumptuary laws, to restram what 
they were pleased to consider the improper expendi- 
ture of the latter. These laws were long popular in 
Rome ; and were formerly in use in this^ and most 
other Eurcqpean countries. But it may be safely a& 
firmed, that they have not» in any instance, been pro-* 
ductive of any good e£fect. They are, in truth, a ma^* 
nifest infringement on the right of property; and no 
legislator can ever fetter his subjects in the diqK>sal of 
^e fruits of their industry, without rendering thera 
less zealous about their acquisition, and paralysing 
their exertions. 

Sir Dudley North has set the effect of sumptuary 
laws in its true light. ^* Cotmtries,'' he says, *' whidi 
have these laws, are generally poor ; for, when men 
are thereby c<»ifined to narrower expence than th^ 
otherwise would be, they are at the same time dis<- 
couraged from the industry and ingenuity which they 
would have employed, in obtaining wherewithal to 
support them, in the full latitude of expence they de*- 
sire. It is possible, families may be supported by 
such means, but then, the growth of wealth in the 
nation is hindered ; for that never thrives better, than 
when riches are tost from hand to hand. The mean- 
er sort, seeing their fellows become rich and great, 
are spirited up to imitate their industry. A trades- 
man sees his neighbour keep a coach, presently, 4II 
his endeavours are at work to do the like, and many 
times he is beggared by it ; however, the extraordi'- 
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nnty apjdication be makes to gratify his vanity^ is be» 
Heficial to the public/'* _ 

The public interest requires that the national ca-» 
pita! should, if possible, be constantly kept on the in<^ 
crease ; or, which is the same thing, that the con* 
sumption of any given period should be made the 
m^ns of reproducii^ a greater amount of useftil an4 
desirable products* But it has been sufficieritly 
proved that this cannot, in any case, or under any 
circumstances, be the result of a system of $ut^ 
veiUance and restriction* Industry and frugality 
never have been, and never can be, promoted by | 
such means* To render a man industrious, se-^ 
cure him the peaceable Enjoyment of the fruits of his 
industry ;«— to wean him from extravagance, and to 
render him frugal and parsimonious, allow him to 
reap all the disadvantage of the one line of conduce, 
and all the advantage of the other* 

Besides, it is clear that isumptuary laws, even if 
they were in other respects advantageous, must ne* 
cessarily be partial and oppressive in their operation* 
What would be ivanton and ridiculous extravagance 
in one man, may be well regulated moderate expendi^ 
ture in another* If, therefore, for the sake of the pro- 
digal, you proscribe this expence, you deprive the other 
of those gratifications to which his fortune entitles 
him ; and if you allow it to those who can afford it^ 
then, in order to ascertain to whom the regulation is 
applicable, you must institute an odious and gener* 

* Discourses on Trade, p. 15. 
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ally ineffectual investigation into the circumstances 
of individuals. Certainly, however, it is no part of 
the business of government to pry into the affidrs of 
individuals. It was not instituted for the purpose of 
keeping their accounts, and balancing their ledgers ; 
but in order to protect the equal rights and liberties 
of all : << If its own extravagance does not ruin the 
state, that of its subjects never will.'' The poverty and 
loss of station which is the necessary and inevitable 
result of improvident and prodigal consumption, is a 
sufficient security against its ever becoming injuriously 
prevalent ; and wherever the public burdens are mo- 
derate, property protected, and the perfect and un- 
ecmtroUed freedom of industry secured, the constant 
effi>rts of the great body of the people to rise in the 
world and improve their condition, will insure the 
continued increase of national wealth. It is idle to 
expect that all unproductive and unprofitable expen- 
diture can ever be avoided ; but the experience of all 
tolerably well governed states proves, that the amount 
of the produce of industry productively expended, is 
always infinitely greater than that which is expended 
unproductively. 

It was long a prevalent opinion among moralists, 
that the labour bestowed on the production of luxu- 
ries, and consequently their consumption, was un- 
productive and disadvantageous. If a man wished to 
get rich, his object, it was said, ought not to be to in- 
crease his fortune, but to lessen his wants. Si quern 
volueris esse divitem^ non est quod augeas divitias 
sed minuas cupiditates. Had these opinions ever ob* 
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tained any considerable influence, they would ha^e 
formed an insuperable obstacle to all improvement. 
Those who are contented with the situaticm in wbidi 
they are placed, can have no motive to induce thean 
to aspire at any thing better. And hence it is to tliir 
absence of this feeling of contentment, and the exist- 
ence of that which is directly opposed to it, — ^to the 
desire to rise in the world, to improve our condition, 
and to obtain a constantly increasing command ova: 
the conveniences and luxuries of life, that society is ; 
indebted for every improvement. No progress can 
be made in civilization, in any country, until this de- 
sire has been excited : and the more powerful and 
urgent it becomes, the more rapid will be the accu- 
mulation of wealth, and the more prosperous will 
every individual become. The mere necessaries c^ 
life may be obtained with comparatively little labour ; 
and those savage and uncivilized hordes, who have 
no desire to possess its comforts, are proverbially and 
notoriously indolent and dissipated. To make men 
industrious — ^to make them shake o£P that lethargy 
which is natural to them, they must be inspired with 
a taste for the luxuries and enjoyments of civilised 
life. When this is done, their artificial wants will 
become equally clamorous with those that are strictly 
necessary, and they will increase exactly as the 
means of gratifying them increase. Wherever a taste 
for comforts and conveniences has been generally 
diffused, the wants and desires of man become alto- 
gether unlimited. The gratification of one leads di- 
rectly to the formation of another. In highly civi- 
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lised societies, new products and new modes of enjoy- 
ment are constantly presenting themselves as motives 
to exertion, and as means of rewarding it. Perse- 
verance is, in consequence, given to all the operations 
of mdustry ; and idleness, and its attendant train of 
evils, almost entirely disappear. ** What,'* asks Dr 
Faley, ^* can be less necessary, or less connected with 
the sustentation of human life, than the whole pro- 
duce of the silk, lace, and plate manufactory ? Yet 
what multitudes labour in the different branches of 
these arts ! What can be imagined more capricious 
than the fondness for tobacco and snuff? Yet how 
many various occupations, and how many thousands 
in each, are set at work in administering to this fVi- 
volous gratification !'• It is the stimulus which the 
desire to possess these articles of luxury gives to in- 
dustry that renders their introduction advantageous. 
The earth is capable of furnishing food adequate feu: 
the support of a much greater portion of human be- 
ings than can be employed in its cultivation. But 
those who are in possession of the soil will not part 
with their produce for nothing ; or rather, they will 
not raise at all what they can neither use themselves 
nor exchange for what they want. As soon, how- 
ever, as a taste for conveniences and luxuries has 
been introduced, the occupiers of the ground raise 
from it the utmost that it can be made to produce, 
and exchange the surplus for such conveniences and 
gratifications as they are desirous of obtaining ; and, 
in consequence, the producers of these articles, 
though they have neither property in the soil, nor any 

11 
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coneern in its cultivation, are regularly and liberally 
supplied with its produce. In this way» the quanti* 
ty of necessaries^ as well as of useful and agreeablo 
products, is vastly increased by the introduction of a 
taste for luxuries : and the population are, in conse- 
quencey not only better provided for, but their num«« 
bers are proportionally and greatly augmentedt 

There is hardly a single article, among those that 
are now reckoned mo9t indispensable to existence^ 
or a single improvement of any sort, which has not 
been denounced at its introduction as an useless su- 
perfluity, or as being in some way injurious. Few 
things are now considered more essential than shirts; 
and yet there are instances on record of individuals 
being put in the pillory for presuming to wear so ex* 
pensive and unnecessary an article ! Chimnies were 
not commonly used in England until about the mid* 
die of the sixteenth century ; and, in the introduc- 
tory discourse to HoUinshed's Chronicles^ published 
in 1577) there is a bitter complaint of the multitude 
of chimnies lately erected, and of the exchange of 
wooden platters for earthen-ware and pewter. An- 
other author of the same period laments that no« 
thing but oak is used for building, instead of willow 
as heretofore; — adding, that ^^ formerly our houses in- 
deed were of willow, but our men were of oak ; but 
now that our houses are of oak, our men are not only 
of willow, but some altogether of straw !'* * 

Many volumes have been filled with lamentations 

♦ Skney on Rural Esppenditure, p. 41. 
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oyer the prevalence of a taste for tea, sug^, eo£feei 
spices, and other foreign luxuries ; and the idea that 
their consumption is prejudicial to the increase of 
wealth, is still very common. Voltaire, who in general 
entertained very correct opinions on such subjects, has 
in this instance given his sanction to the popular 
prejudice. " Henry IV.** says he, " breakfasted on 
a glass of wine and wheaten bread ; he neither used 
tea, nor coffee, nor chocolate. But the products of 
Martinique, Mocha, and China, are now required' 
for the breakfast of a servant! And if we reflect 
that these products cost France upwards of 50 mil- 
lions a-year, it is obvious we must be carrying on 
some very advantageous branches of commerce, to 
enable us to support this continued loss.** Voltaire 
forgot that the commodities with which the gold 
and silver exported to India are purchased, are the 
produce of the industry of France ; and that the de- 
sire of acquiring tea, coffee, &c. is the sole principle 
that sets this industry in motion. It is therefore ob- 
vious, that, in the event of the importation of these 
articles being prevented, there would no longer be 
a motive for the exertion of the industry that is now 
employed in the production of the equivalents given 
for them ; and France, instead of becoming richer 
by such a measure, would become just so much the 
poorer. 

" Un pr^jug^ vulgaire,** says the Marquis Gar- 
nier, '^ porte a regarder comme desavantageux, 
Pechange dans lequel on doftne un morceau de metal 
qui pent durer des siecles, pour avoir une denr^e que 
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la ooiia(»iiiiiiri;iQn ra d^ratrfi en un^ wni^te. Cepen- 
daat le metal^ ainsi que la plante, n^qnot de yaHem qu'eu 
raisoa du travail qu'ils OBt co^t^ ; 1 Vg^Qt ne man- 
quera pas plus que le ih6 au travail qi;i voudra Pex- 
traiie du s«n de la terre ; et de ces d^^ix substances^ 
celle qui se consomme le plus rapidement, esti par 
oette meme raiscm, cdle qui tie9t plus de travail en 
activity. Une revolution qui abimeroit sous les 
eaux toutes les mines de PAmerique, appauvrirait 
£art pen les nations de PEurope* Mais si le sucre^ 
le ca£Ee, le th^, &c. venait k perdre tout k coup leur 
saveur et leur ardme, s'ils n'ayaient plus la propri^t^ 
de charmer le palais, ils cesseraient de tenir rai^ 
parmi les richesses ; alors s'arr^terait le travail qui 
les produit dans les deux Indes, et, par contre-coup, 
tout le teavail qui s'^erce en Europe pour les ache- 
ter/' ♦ 

I do not» however, mean to affirm, that ^ taste for 
tea or coffise, champagne or burgundy, dogs or 
horses, is the best possible taste, or that it might not 
be infinitely better if the same stimulus could be 
given to industry, by a desire to procure other arti- 
cles and enjoyments. But the first and grand ob- 
ject ought always to be to excite a taste for super- 
fluities ; for, when once this taste has been excited, 
it is comparatively easy to give it any particular 
bias or direction; and until it has been excited^ 
society can make no progress, t 



* Gamier, Richesse des Nations, Tome V. p. 509. 

t The excessive indolence of the Mexicans has been ascribed 

cc 
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It is plain, therefore, that the consmnption of lux* 
uries cannot, provided it be confined within proper 
limits, be justly considered as eitha: disadvantageoos 
or unproductive. If, indeed, a man were to consume 
more luxuries than his labour or his fortuae enabled 
him to command, his consum^ion would be disad- 
vantageous. But it would be equally disadvanta- 
geous were he to consume a greater quantity of 
necessaries than he could affi)rd. The mischief 
does not consist in the species of articles con- 
sumed, but in the ea^cess of their value over the 
means of purchasing them possessed by the consum- 
ier. This, however, is a fault which ought always to 
be left to be corrected by the self-interest of those 
concerned. The poverty and degradation caused by 
indulging ifi unproductive consumption is a natm'al 
and sufficient guarantee against its ever being carried 
to an injurious extent. And to attempt to le^en 
unproductive consumption by proscribing luxury, is 

partly to the facility of obtaining supplies of food by the culti- 
yation of the banana^ and partly to the mildness of the climate, 
which raiders clothing and lodging of inferior importance. 
Humboldt mentions^ that it is a prevalent opinion^ that 
nothing short of the extirpation of the banana will ever render 
them industrious. It may, however, be expected that the al- 
tered circumstances under which Mexico is now placed, the 
many new avenues the revolution has opened to wealth and 
consideration, and the desire that will most probably be ex- 
cited to obtain those European commodities which the freedom 
of commerce will pour into the country at a comparatively 
cheap rate, will have the eiFect to infuse a spirit of industry 
into the inhabitants. 
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me&ct attemptnig^ Co enrich a country by taking 
. away the most powerful motiYes to production ! 

Dr Smith has given another criterion of produc- 
tive and unproductive consumption ; but his opinions 
on this subject, though exceedingly ingenious, and 
mipported with his usual ability, appear to rest on no 
solid foundation. He divides society into two great 
classes. The first consists of those who fix, or, as he 
terms it, ^* realize their labour in some particular 
subject, or vendible commodity, which lasts for some 
time at least after that labour is past ;" the second; 
of those whose labour leaves nothing in existence af- 
ter the moment of exertion, but perishes in the act 
of performance. The former aie said by Dr Smith 
to be productive^ the latter unproductive^ labourers. 
Not &at, in making this distinction, Pr Smith 
means to undervalue the services performed by the 
unproductive class, or to deny that they are often of 
the highest utility ; for he admits that such is fre^ 
quently the case : but he contends that these service, 
however useful, do not augment the wealth of the 
country; and, consequently, that the commodities 
consumed by this class are unproductively consuia^d^ 
and have a tendency to impoverish, not to enrich, 
the society. But to avoid the chance of misreprCf 
sentation, I shall give Dr Smith's opinions in his 
•own words. 

" There is one sort of labour," says he, " which 
adds to the value of the subject upon which it is be- 
stowed; there is another which has no such eflPect. 



Digitized 



by Google 



404 DR smith's tkst of 

The 'former, as it produces a viilue, may be called 
productive ; the latter unproductive labour. Thug 
the labour of a manufacturer adds» geneiaUy» to the 
value of the materials which he works upon, that of 
his own maintenance, and of his master's profit* The 
labour of a menial servant, on the contrary, adds to 
the value of nothing. Though the manufacturer has 
his wages advanced to him by his master, he, in re- 
ality, costs him no expence, the value of those wages 
being generally restored, together with a profit, in 
the improved value of the subject upon which his la- 
bour is bestowed. But the maintenance of a menial 
servant never is restored. A man grows rich by em^ 
^ying a multitude of manufiicturers ; he grows poor 
by mainfadning a multitude of menial servants. The 
Idbour of the latter, however, has its value, attd der 
serves its reward as well as that of the former. But 
the labour of the nlan^fiu$turer fiiLes and xealizes it- 
self in some particular subject, or vendible commodi- 
ty, which lasts for some time at least after that la- 
bour is past^ It is, as it were, a certain quantity of 
hbdur stocked and stored up to be employed, if ne- 
eesswry, upon some other occaaon. That sul^^t, or, 
what is the same thing, the price of that sul^ect, can 
afterwards, if necessary, put into motion a quantity 
of labour equal to that which had originally produoad 
it. The labour of the menial servant, on the oon* 
tn^, does not fix or realize itaelf in any particular 
sufegect or vendiUe commodity. His services gene* 
rally perish in the very instant of their performance, 
and seldom leave any trace or value behind them for 
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wfaldi an equal quantity of service could afterw^urds 
be procured. 

" The labour of some of the most respectable or- 
ders in the society is like that of menial servants, t/n- 
productive of any value, and does not fix or realize 
itself in any permanent subject or vendible commodi^ 
ty, which endures after that labour is past, and for 
which an equal quantity of labour could afterwards 
be procured. The sovereign, for example, with all 
the officers both of justice and war who serve under 
him, the whole army and navy, are unproductiye la- 
bourers. They are the servants of the public, imd 
ate mmntained by a part ef the annual produce of the 
mdustry of other people. Their service^ hm ho-' 
nmxrable, how necessary, or how useful soeveirj pro- 
diu^es nothing for whidi an equid quantity of service 
can afterwards be procured. The protoetton, secu- 
rity, and defence of the commonwealth, the e£^ of 
their labour this year, will not purchase its protection, 
security, wid defence for the year to come. In the 
same class must be ranked some both of the greatest 
and most important, and some of the most frivolous 
professions : churchmen, lawyers, physicians, men df 
letters of all kinds ; players, buffoons, musicians, 
openusingers, opera-dancers, &c. The labour of the 
meanest of these has a certain value, regulated by the 
very same principles which regulate that of every 
other sort of labour ; and l^at of the noblest and 
.roost useful produces notlung which could afterwards 
purchase or^procure an equal quantity of labour. 
Like the declamation of the actor, the harangue of 
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the orator, or the tune of the mudcian, the work of 
all of them perishes m the very instant of its produc- 
tion/'* 

These statements are plausible ; still, however, 
it is not difficult to show the fallacy of the dis- 
tinction Dr Smith has endeavoured to establish 
between the labour, and consequently also the con- 
sumption, of the different classes of society. To 
begin with his strongest case, that of the menial ser- 
vant: — Dr Smith says, that his labour is unproduc* 
tive, because it is not realized in a vendible commodity, 
while the labour of the manufacturer isproductwe^he- 
[ cause it is so realized. But of what is the labour of the 
I manufacturer really productive ? Does it not conast 
t exclusively of comforts and conveniences required 
'' for the use and accommodation of society ? The 
manufacturer is not a producer of matter, but of uti- 
; Uty only. And is it not obvious that the labour of 
i the menial servant is also productive of utility? It 
. is universally allowed, that the labour of the hus- 
. bandman who raises com, beef, and other articles 
of provision, is productive ; but if so, why is the 
labour of the menial servant who performs the ne- 
cessary and indispensable task of preparing and 
dressing these articles, and fitting them to be used, 
to be set down as unproductive? It. is cleiu: to 
demonstration, that there is no difference whatever 
between the two species of industry— that they 
are either both productive, or both unproductive. 

* Wealth of Nations, II. p. 1. 
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rTo produce a fire, it is jiiist as necessary that coals 
should be carried from the cellar to tlie grate, as 
that they should be carried from the bottom of the 
mine to the surface of the earth : And if it is 
said, that the miner is a productive labourer, must 
we not also say the same of the servant, who is em- 
ployed to make and mend the fire? The whole 
of Dr Smith's reasoning proceeds on a false hypothe- 
sis. He has made a distinction where there is none, 
and where it is not in the nature of things there 
can be any. The end of all human exertion is 
the same — that is, to increase the sum of neces- 
saries, comforts, and enjoyments; and it must be 
left to the judgment of every one to determine' 
what proportion of these comforts he will have in 
the shape of menial services, and what in the shape v 
of material products. It .is true, as has been some- 
times stated, that the results of the labour of the 
menial servant are seldom capable of being esti^ 
mated in the same way as the results of the agricul- 
turist, manufacturer, or merchant ; but they are not, 
on that account, the less real or valuable. Could the 
same quantity of work be performed by those who 
are called productive labourers, were it not for the 
assistance they deriye from those who are falsely 
called uproductive ? A merchant or banker, who is 
miodung L. 5,000 or L. 10,000 a year by his business, 
may perhaps be expending L. 1,000 on his servants ; 
now it is plain, that if he tries to save this sum, he 
can do so only by turning his servants adrift, and 
becoming coachman, footman, and washerwoman 
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for himself; and, if he does this, he wiU, iMtetd df 
nuking L. 5,000 or L. 10,000 a year, be molBt proi- 
bably unable to mdke even L. 50 ! Nd d^ubt a man 
will be ruined if he keeps more servants than he 
has occasion for, or thim be can aflfeird td pay; 
but his ruin would be equally certain ware be to 
purchase an excess of food or clothes, w to em* 
ploy more workmen in any branch of manniactura 
than are required to carry it on, or than his ca- 
pital could employ. To keep two ploi]^hmen wben 
one only might suffice, is just as improvident and 
wasteful expenditure as it is to keep two footmen to 
do the business of one. It is in ^ estrmmgrna 
quantity of the commodities we conmtme or of the 
labour we employ ^ and not in the pariicuiar specie 
of commodities or labour^ that we must seek for the 
causes of impoverishment. 

Tlie same reasoning applies to all tbe olher cases 
mentioned by Dr Smith. Take, for example, the case 
of the physician. Dr Smith tells us that he is aa 
unproductive labourer, because he does not directly 
produce something that has exchangeable vadse^ 
But if he does the same thing indirectly j what is the 
difference ? If the exertions of the physician are 
conducive to health, and if, as is undoubtedly the 
case, he enables others to produce more than they 
could do without his assistance, then it is plan he is 
indirectly J at least, if not directly, a pix>diictive la- 
bourer. Dr Smith makes no scruple about admit* 
ting the just title of the workman eny^o^ed to re- 
pair a steam-engine to be enrolled in the (HmhKtire 
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Ais ; and yet he would place a physkim, who had 
heen in&trkiBieiital in savmg the life of an Aricwrigfat 
or B Watt, among those that are unprodnctix'e ! ft 
IS impossible tibat th^se inconsistencies and contra- 
dictions could have occurred to Dr Smith ; and the 
^errors into which be has fallen in treating this im- 
portant branch of the i^nce, shows, in the stronger 
manner, the absolute necessity of advancing with ex- 
treme caution, and of subjecting every theory, how 
plausiMe and ingenious soever it may appear when 
firM; stated, to a ^vere and patient examination. 

An oiceupatkm may be futile and trifling to this 
kiM de^:^ without being unproductivie. We are 
entitled to affiraii, at cmce, that an indivMnal who : 
eibiploys himself an hour a day in blowing bubbles 
or building houses of cards, is aigaged in a futile 
empitoym^nt j but we are not, without farther in*- 
quiry, entitled to affirm that it is unproductive. 
This will depend on a contingency : The employ- 
ment will be as maproductive as it is IHvoIous, if 
it does not stimulate the individual to make* any 
greater exertion during thfe remaining twenty-three 
hours of the twenty-four than he did previously : 
But if, in order to indemnify himself for the time 
that is thus spent, 1^ produces as many useful and 
desirabte commodities during the period he can still 
devote to that purpose as he previously produced, 
the employment will not be unproductive : And If 
the de^e to indulge in it leads him to prodilce moi^ 
commodities than he did before, it will be positively 
productive. 
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Dr Paley had a distinct perception of this doctrine, 
and has stated it with bis usual force and clearness. 
" A watch," he observes, ** may be a very unneces- 
sary appendage to the dress of a peasant ; yet if the 
peasant will till the ground in order to obtain a 
watch, the true design of commerce is answered ; and 
the watchmaker, while he polishes the case and files 
the wheels of his ingenious machine, is contributing 
to the production of com as e£Pectually, though not 
so directly, as if he handled the plough or the spade. 
The use of tobacco is an acknowledged superfluity ; 
but if the fisherman will ply his nets, and the mari- 
ner fetch rice from foreign countries, in order to pro- 
cure to himself this indulgence, the market is sup- 
plied with two important articles of provision' by the 
instrumentality of a merchandise which has no other 
apparent use than the gratification of a vitiated pa- 
late/'* 

It is on this principle that the productiveness of 
the labour of players, singers, opera dancers, buf- 
foons, &€• depends. A taste for the amusements 
they afford has exactly the same effect on national 
wealth as a taste for tobacco, champagne, or any other 
luxury. We wish to be present at their exhibh;ions ; 
and, in order to get admittance, we pay the price 
or equivalent demanded by them for their services. 
But this price or equivalent is not a gratuitous pro- 
duct of nature — it is the result of industry. And 
hence it is, that the amusements afforded by these 

• Works, Vol. II. p. 80. Ed. 1819. 
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persons — however trifling they may seem in the es- 
timation of cjmics . and soi-disant moralists — create 
new wants^ and by so doing necessarily stimulate our 
industry to procure the means of gratifying them. 
They are unquestionably, therefore, a cause. of pro- 
duction ; and it is very like a truism to say that what 
is a cause of production must be productive. 

.The productiveness of the higher class of function^ 
•aries mentioned by Dr Smith is still more obvious. 
So far, indeed, from being unproductive, they are, 
when they properly discharge the duties of their 
high station, the most productive labourers in a state. 
Dr Smith says, that the results of their service, that 
.13, to use his own words, *Vthe protection, security, 
and defence of the commonwealth any one year, will 
not purchase its protection, security, and defence for 
the year to come.'' But this is plainly an error. The 
protection and security afibrded by good government 
may not be directly a cause of wealth ; but it is indi- 
rectly so ; for it is plain that, without this security 
and protection, the productive powers of industry 
could not be brought into action. Dr Smith 
would allow that the material products produced by 
,the society one year, were to form the means of pro- 
ducing its supplies of necessaries, conveliiences, and 
enjoyments during the following year. But without 
the security and protection afforded by govern- 
ment, these products would, either .not exist at 
^1, or their quantity would be very greatly dimi- 
nished. How, theh, is it possible to deny that those 
whose labour i/s necessary to afford this security are 
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productiTdj empiojed? lUietlieeaseof ihebboun* 
ers employed to construct fences ; no one em* pre* 
gamed to doubt that their labour is productive ; and 
yet they do not contribute direcUy to the production 
of com or of any other valuable product. The object 
of their industry is to give protection and security; 
to guard the fields that have been fertilised and plant- 
ed by the husbandman from depredation j and to en- 
able him to prosecute his employments without hav- 
ing his attrition distracted by the care of watching. 
!&it if the security and protection i^rded by the 
hedger or ditcher justly' entitle him to be cla»ed 
among those who contribute to enrkfa their coun- 
try, on what priacti^ can those pidblic semmts 
whose exertions proteci property in the »ass, and 
render every portion of it secnw against hostile i^- 
gression, and the attacks of thieves and plunderers, 
be said to be untpixidiictive ? If the labourers who 
protect a single com fidd from the neighboming 
crows and cattle be productxve,then suBeiy the jud^^ 
and magistrates, the soldiers and sailors, who protect 
every field in the empire, and to whom it i& ovnmg 
tiiat aU classes of inhabitants fed secure in die en- 
joyment of their property, rights, and privifeges, 
have a right to he dassed among those whose ser- 
vices are superemineiitly produdtire. 

That much weakh has been unproductivdy con- 
sumied by the sarvants of the public, both in this and 
other countries, it is impossible to doubt. But we 
are not to argue from the dbus^ extrinsic to -a bene- 
ficial institution against the institutioMi itseff. If the 
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puUio pay their servants excessiYO salaries, or employ 
a greater number than is required for the purposes 
of good government and security, it is their own 
&ult« Their conduct is the same as that of a 
manufieusturer who should pay his labourers compa- 
ratively high wages, and employ more of them 
than he had occad<m fcH*. fiut, although a stfto, or 
an individual, may act in this foolish and extrava-^ 
gant manner, it would be rather rash to oonclude 
from thence that all public servants and all manu- 
facturing labourers are unproductive ! If the esta- 
blishments which provide security and protection be 
formed on an extravagant scale,«-«^if we have more 
jttdges or magirtrates, more soldiers or sailors, than 
9te necessary, or if we pay them larger salaries than 
would suffice to procure the services of others, let 
their numbers and their salari^ be reduced. The ex- 
cess, if there be any, is not a fault inherent in the 
nature of such establishments, but results entirely 
from the extravagant scale on which they have been 
arrmigedf 

But, in showing that Dr Smith was mistaken in 
considering the consumption of menial servants, and 
of lawyers, physicians, and pujblic functionaries, un- 
productive, we must beware of fidling into the oppo- 
site extreme, andpf countenancing the erroneous and 
* infinitely more dangerous doctrine of those who con- 
tend that consumption, even when most unprodue- 
tiye, oi^ght to be ^ocourf^ed as a means of stinmht- 
ing production, and of increasing the demand for la- 
bour ! The consumption of the classes mentioned by 
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Dr Smith is advantageous^ because they render siair' 
vices in return, which those who employ them^ aad 
who are the only proper judges in suck a case, con* 
sider to be of greater value thui the wages they pay 
them. But the case would be totally difl^ent, if 
Government and those who employ labourers, were to 
da so, not in order to profit by thrir services, but to 
stimulate production by their consumption ! It 19 a 
fallacy and an absurdity to suppose that production 
can ever be aicouraged by a wasteful consumption of 
the products of industry. A mim is stimulated to 
produce when he finds a ready market for die pro- 
duets of his labour, that is, when he can readily ex^ 
change them for other' products. And hence the 
true and only real encouragement of industry c<m- 
sists, not in the increase of wasteful and improvident 
consumption, but as was formerly shown; in the in- 
crease of production. 

Montesquieu has siaid, and the, same sentiment 
has been expre^d in a thousand different sh^^s, 
" 4^1 les riches ne depensent pas beaucoup les pau- 
wes motnront de faim.^^ * Montesquieu was be- 
ti^yed into this error, from his being unacquainted 
with the natiire and functions of capital. The pro- 
fusion of the rich, far from being of any advantage to 
the poor, is really one of the greatest calamities that 
can befdl them. It is impossible that the demand 
for labour can be increased without an increase of ca- 
pital. Wherever the parsimoniohs principle predt^i- 

* Liv. VII. chap. 4. ' 
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nutes, capital increases, and as capital increases, tlie 
demand for labour is increased, the existing inhabi- 
tants are better provided for, and their numbers are 
increased j on the contrary, wherever profusion and 
wasteful expenditure predominate, capital is dimi- 
nished, the inhabitants are daily worse and worse pro- 
vided for, and idleness, pauperism, and disease pre- 
vail. 

There is, however, no instance of any people hav- 
ing ever missed an opportunity to save and amass. 
In dl tolerably well governed countries, the principle ] 
of accumulation has uniformly had a mailed ascen- 
dancy over the principle of expence. Individuals 
are fully sensible of the value of the articles tbey 
expend; for, in the vast majority of instances, 
they are the immediate result of their industry, 
perseverance, and economy ; and they will not con- 
sume them, unless to obtain an equivalent advan- 
tage. But this, it must be allowed, is biit rarely the 
case with the consumption of governments! and their 
servants. Generally speaking, they consume the 
produce of the labour of others, not of their own ; 
and this circumstance prevents them from being so 
much interested in its profitable outlay, or so much 
aUve to the injurious consequences of extravagant 
md wasteful expenditure as their subjects. But 
^economy on the part of government, though more 
difficult to be practised, is of infinitely greater im- 
portance than economy on the part of any individual. 
Should a private gentleman think of acting on the 
principle that profusion is a virtue, and that industry 

4 
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may be encouraged by inoreadiig unprefitaUe opKi- 
temptioQ, he will most certainly be ruined } his ruin, 
however, will only be directfy injurious to the indi- 
viduals in his own employmentt and will l^ave but a 
very slight indirect effect on others. But similar 
4K>nduct on the part of government would most pro- 
bdbly be productive either of revolution, or of na- 
tional poverty and degradation. If, then, it is most 
desirable that individuals should have a correct 
knowledge of their real interest in the consumption 
of commodities ; how much more so must it be that 
governments should possess that knowledge ? Eco- 
nomy and frugality are virtues in a private station ; 
but in a public station their influence upon national 
ha{^ine88 is so vast, that they are not only the first 
of virtues, but the most pressing of duties. 

<< Si les depenses publiques,'' M. Say observes, 
^* affinstent la somme des richesses precis^ent de k 
m£me maniere que les depenses privees, les m^es 
principes d'economie doivent presider aux unes et 
aux autres. // n^y a pas plus deux sortes d'ecanamiet 
quHl n^tf a detuc sortes de proUtS^ deux sortes de 
morale. Si un gouvernemept comme un particuliar 
Ibnt des consommaiions desquelles ii doive resulter 
one production de valeur superieure k la valeur con- 
somme, ils exercent une industrie productive ; si la 
val^ir consomme n'a laiss^ aucun produit, c'est une 
valeur perdue prar Tune comme pour I'autre, mais 
qui en se dissipant, a fort bien pu rendre le service 
qu*on en attendait. Les munitions de guerre et de 
bouche, le tems et les travaux de fcniiotionnaires ci- 
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y3s et militaires qui ont servi k la defense de Petat, 
n'existent plus, quoique ayant ^t^ parfaitement bieai 
employes, il en est des ces choses comme de denrees 
et des services qu'une famille a consommes pour son 
usage. Get emploi n'a presentee aucun avanti^ 
autre que la satisfaction d'un besoin ; si le besoin 
n'existoit pas, la consommation, la depense, n'ont 
plus 4t6 qu'un mal sans compensation. 11 en ert de 
m^me des consommations de Tetat; — consommer 
pour consommer, depenser par systeme, r^cl^mer 
une service pour Pavantage de lui accorder une sa« 
laire, anneantir une chose pour avoir occasion ie la 
payer est une extravagance de la part d*un gouveme- 
ment comme de la part d'un particulier, dans un pe- 
tit etat comme dans un grand, dans une republique 
comme dans un monarchie. Un gouvemement dis- 
sipateur est m^me bien plus coupafale qa'un particu- 
lier : celui ci consomme lus produics qui lui appartien* 
nent, tandis qu'un gouvemement n'est pas proprie* 
taire : il n'est qu'administrateur de la fortune pub- 
lique.'^ * 



I have now brought this sketch of the Principles 
of Economical Science to a close. I have endea- 
voured to show the close and indissoluble connec- 
tion subsisting between private and public opulence 
— to show that whatever has any tendency to in- 
crease the former, must, to the same extent, in- 



* Tome II. p. 268, 

Dd 
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crease the latter; and that sscueity qf peop^i^ 

TY, FREEDOM OF INDUSTUT, DIFPUSJON OP SOUND 
INFORMATION, AND MODERATION IN THE PUBLIC 

EXPENDITURE, are the only, as they are the cer^ 
tain, means by which the various power3 and re- 
sources of human talent and ingenuity can be call« 
ed iato action, and society made continually to ad- 
vance in the career of wealth and civilization. Every 
increase of security, freedom, and intelligence, is a 
beneBt, as every diminution, whether of one or the 
other, is an evil. It is by the spontaneous, and uncon- 
strained, but well protected effi)rts of individuals to 
improve their condition, and to rise in the world, and 
by these efforts only, that nations become rich and 
poiverfuU The labour and the savings of individuals 
sn at once the source and the measure of national 
opulonQc and public prosperity. They may be compar- 
ed to the drops of davr which invigorate and mixture all 
vegetable nature : None of them has singly any per- 
eeptiUe influence $ but we owe the foliage of summ^ 
and the fruits of autumn to their combined action. 
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That M. Quesnay is entitled to the merit of originality 
eannot be disputed* It is certain) however, that he had 
been anticipated in several of his peculiar doctrines by some 
English writers of the previous century. The fundamental 
principles of the economical system are distinctly and clear- 
ly stated in a tract entitled Reasons for a Umited Eooporta- 
turn of Wool, published in 1677. " That it is of the great- 
est concern and interest of thenation,^ says the author of the 
tract, " to preserve the nobility, gentry, and-tbose to whom 
the land of the country b^ungs, as least, much greatear than a 
ftfw artificers employed in working the superfluity of our 
wool, or the merchants who gain by the exportation of our 
manufactures, is manifest^-1. Because they are the nMsters 
mid proprietaries of the foundation of all the wealth in 
this nation^ aU pf(^ arising out of the grownd which is 
theirs, 2. Because they bear all tawes ancl public bur- 
dens ; which, in truth, are only borne by those who buy, 
and sell not ; all seQers, raising the price of their commo- 
dities, or abating of their goodness, according to their 
taxes.'' — ^p. 6. 

In 1696, Mr Asgill published a treatise entitled Several 
Assertions Proved, in order to Create Another Species of 
Mcmey them Gold, m support of Dr Chamberlayne's propo- 
siticm for a Land Bank. The following extract from diis 
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treatise breathes, as Mr Stewart has justly observed, in Ins 
Life of Dr Smith, the very spirit of Quesnay^s philosophy :— . 
^^ What we call commodities is nothing but land severed 
firom the soil — Man deals in nothing hut earth. The 
merchants are the factors of the world, to exchange one 
part of the earth for another. The king himself is fed by 
the labour of the ox: and the clothing of the army and 
victualling of the navy must all be paid for to the owner of 
the soil as the ultimate receiver. All things in the world 
are originally the produce of the ground, and there must 
all things be raised.'' — (This passage has been quoted in 
Lord Lauderdale's Inquiry into the Natu/re and Origm 
of Public Wealth, 2d ed. p. 109.) 

Thesf passages are interesting, as exhibiting the first 
germs of the theory of the Economists. But there is ne 
reason whatever to suppose that Quesnay was aware of the 
existence of either of the tracts referred to. The subjects 
treated in them were of too local a description to excite the 
attention of Xuireigners ; and 'Quesnay was too candid to 
, conceal his obligations, TBRT Ire^rej^ owedthetn any. It 
is probable he may have seen Mr Locke's treatise cm 
Raising the VaMie of Money, where the idea is thrown 
out that all taxes fall ultimately on the land. But there is 
an immeasurable difference between the suggestion of 
Locke and the well-digested system of Quesnay. 

I subjoin from the work of Dupont, Sw POrigine et 
Progrh d'une Nouvelle Science, a short statement of the 
various institutions the Economists held to be necess^ for 
the good government of a country. 

** Void le r^sum^ de toutes les institutions sociales fon- 
dees sur I'ordre naturel, sur la cimstitution physique des 
hommes et des autres etres dont ils sont environn^s. 

*' Propri^ti personnelle, ^tablie par la nature, par Ja ne- 
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cessite physi^e dont il est ^ clmque individu de disposer 
de toutes les faoult^s de sa personne, pour se procurer les 
choses propres k satisfaire ses besoins, sous peine de souf- 
firance et de mort 

^^ LiberU de tra/vaUy inseparable de la propriete person- 
nelle dont elle forme une partie constitutive. 

" Propri6U mobiliaire, qui n'est que la propriete person- 
nelle meme, G<m£dd^^ dans son usage, dans son oliget, dans 
son extension n^cessaire sur les choses acquises par le tra- 
vail de sa personne. 

" LiberU d^ichange^ de commerce, d'emploi de ses ri- 
chesses, inseparable de la propriety personnelle et de la pro* 
priete mobiliaire. 

^^ Culture^ qui est un usage de la propriete personneUe, de 
la propriete mobiliaire et de la liberty qui en est inseparable : 
usage profitable, necessaire, indispensable pour quela popu- 
lation puisse s^accroitre, par une suite de la multiplication 
des productions necessaires a la subsistance des hommes. 

" Froprieti fonciere, suite necessaire de le culture^ etqiii 
n^est que la conservation d£ la pvopriete personnelle et de la 
propriete mobiliaire, employees aux travaux et aux depenses 
prqparatoires indispensables pour mettre la terre en etat 
d'*etre cultivee. 

" LiberU de Femphi de sa terre^ de Tespece de sa cul- 
ture, de toutes les conventions relatives a I'exploitation, k 
la concession, a la. retrocession, k Pechange, k la vente de 
sa terre, inseparable de la propriete fonciere. 

** Partage naturel des recoltes, en reprises des cultivee 
teurSf ou richesses dont Temploi doit indispensablement 
etre de perpetuer la culture sous peine de diminution des 
recoltes et. de la population et produit net, ou richesses 
disponibles dont la grandeur decide de la prosperite de la 
societe, dont Temploi est abandonne a la volonte et a Yuit 
teret des proprietaires fonciers, et qui constitue pour eux le 
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prix Bftturel et l^time des d^pmses qalls on failes, et de» 
travaux aoxquels ils se soat livr^s pour niettre Is te»e en 
^tat d'etre cidtiv^. 

^^ Sweti^ sans laquelle la proj^et^ et la liberie lie Berai- 
ait que de droit et non deftit, saas kqueUd le f^mdiUt net 
serait bientot an^anti, sans laqodle la culture mSoie ne pout^ 
rait subsistar. 

<< Atitimtiti^^kiire ei mu^^eraiMe^^mpfomreT}^ 
essentieUemeot n^cessac^ h la propria et ^ la liberte ; et 
qui s'acquitte de cet important ministere, en prmnulgnant et 
faisant executer les loix de Tordre Maturely par lesqudles la 
propriete et la liberty sont ^^4iblie9. 

^^ Magistrate J pour d^ider dans les cas particuliers quelle 
doit £tre Tapplication des loix de l\mlre naturel, reduites en 
loix positives par Tautorit^ souveraine ; et qui out le devcnr 
imperieux de comparer les Ordonnances des Souverains avec 
ies loix de la Justice par essence, avant de s'engager k pren^ 
dre ces Ordonnances positives, pour r^le de leurs juge- 
mens. 

** Instruction pubUqne etfitoorisie^ pour que les citojiens, 
Tautorite et les Magistrats, ne puissent janlais perdre de vue 
les loix invariables de Tordre naturel, et se laisser ^geaet 
par les prestiges de Topinion, ou par Tattrait des intA^ts 
particuliers exclusifs qui, des qu'^ils soUt ^eivdnsifs sont tou- 
jours malentendus. 

** Revenu pvblic^ pour constituer la force et le pouvoir 
n^cessaire k Tautorite Souveraine ; pour faire les frais de son 
ministere protecteur, des fonctions impottantes des Magi- 
strals, et de rinstruction indispensaMe des loix de Pordre 
natureL 

^^ Imp&t direct, ou partage du produit net du territoire, 
entre les proprietaires fonciers et Tautorite Souveraine ; pour 
former le revenu public d'^une maniere qui ne restraigne ni 



Digitized 



by Google 



APPENDIX. 423 

la ppopri^t^ ni la liberty, et qui par congruent ne soit pas 
destructive. 

" Proportion eaaenMeUe et rUceasaire de Vimpot direct^ 
avec le produit net, telle qu^eUe donne a la 8oci6t6 le plus 
grand revenu public qui soit possible, et par cons^uent le 
plus grand degr£ possible de surete, sans que le sort des 
propri^taires fonciers cesse d^Stre le meilleur sort dont on 
puisse jouir dans la soci6t6. 

" Monarchic hirSditairCy pour que tous les int^rets pre- 
eens et i^turs du d^positaire de Tautorit^ Souveraine, soient 
intimement U^s avec ceux de la soci^t6 par le partage pro- 
portionnel du produit net.'" 



* or 



THE END. 
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